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Deng Xiaoping Turns 90 


Can Chosen Heir Jiang 
Zemin Succeed? 
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* One of the most 


important things we 


do for our clients 

is talk to each other 
— across time zones, 
across markets, 
across disciplines. 
That's how we 

spot opportunities. 
Make connections. 
Transfer ideas 

and techniques. 
Get things done." 


With a worldwide staff 
representing more than 
95 nationalities - 27 in 
Asia-Pacific alone -few 
firms have a more inter- 
national perspective 
than J.P. Morgan. Few 
can match our product 
breadth or our ability 

to maneuver in complex 
local markets. And no 
firm networks as actively. 
That's why, when clients 
need an answer, they 


connect with J.P. Morgan. 


JPMorgan 








LETTERS 


All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503 1530. 





Soldiering On 

I was dismayed to read your article on the 
Gurkhas [Homecoming Blues, July 7] and 
find absolutely no mention of the exten- 
sive resettlement training programme 
which the British authorities established in 
Nepal in 1989 to handle the increased out- 
flow of Gurkhas in the early 1990s. Nor 


was there any reference to the ongoing pro- 


gramme which had 
been in existence 
prior to that time both 
in Hong Kong and in 
Nepal to ensure that 
retiring soldiers were 
prepared for retire- 
ment. The training 
courses at Kadoorie 
Farm in Hong Kong 
and at the Brigade of 
Gurkhas' own farm in 
Nepal were available 
to most retiring sol- 
diers. All training was 
provided at no cost to 
the soldier, who re- 
ceived pay through- 
out the course. Many 
others acquired quali- 
fications while still in 
Hong Kong by avai- 
ling themselves of sponsored courses held 
at local educational and training institutes. 

I was personally responsible for the es- 
tablishment of training courses in Nepal in 
1989 for soldiers about to retire, which cov- 
ered small-business management (pro- 
vided by a German training organisation 
in Kathmandu), agricultural training at the 
two government centres in east and west 
Nepal, and a host of vocational courses 
held at the Western Region Engineering 
Campus in Pokhara, which included driver 
training, construction trades and informa- 
tion technology. These courses were se- 
lected on the basis of a detailed survey of 
the trends of employment of retiring Gur- 
khas in Nepal, and potential trainees were 
briefed and then interviewed individually 
well in advance of their retirement to en- 
sure that they attended an appropriate 
course. 

Considerable additional funds were al- 
located to establish this new training pro- 
gramme which, in a time of financial strin- 
gency, was no mean achievement and gave 
a clear indication of the commitment by 
the British authorities to the welfare and 
resettlement of retiring Gurkha personnel. 

Most of the retired Gurkhas I met in 
Nepal were prospering and content, and 
many lived in houses which were lavish 
even by our own standards, although I do 
not doubt that there are many tales of hard- 
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Homeward bound: Hong Kong Gurkha. 


ship “from the hills.” (There are also many 
instances of jobless British ex-servicemen 
recently made redundant who are having 
great difficulty in Britain living on social 
security.) One grave omission on the wri- 
ter’s part was not to draw any comparison 
to the buying power of a pension of US$35 
per month in Nepal compared to else- 
where in the world. Because many Nepa- 
lese still live at sub- 
sistence level, even a 
small pension makes 
a considerable differ- 
ence to living stand- 
ards. We introduced 
the Gurkhas to stand- 
ards in the British 
army which are not 
yet, and because of in- 
herent social and cul- 
tural differences, may 
never be attainable in 
Nepal. 

Nonetheless, we 
have over the years 
sent back many well- 
educated, skilled, re- 
sourceful and disci- 
plined men. Perhaps 
it is time the Nepalese 
system began to re- 
cognise this potential. Endeavours should 
be made to start to create conditions 
whereby Nepalese menfolk are not con- 
strained to go overseas to sustain their live- 
lihood. This will be a lengthy process and 
Nepal cannot afford to overlook any of its 
assets during the process. Retired Gurkhas 
probably constitute the largest and most 
educated workforce in the nation. So why 
not put them to good use? 
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K. McMAHON 

Richmond, North Yorkshire 

Britain 

The writer was formerly chief education and 
training officer for British forces in Hong Kong. 


negligible government sector would boost 
the economy and stop shortages. What a 
pity it is that despite this, some Indians 
still favour socialism and big government. 
PRAKASH PATEL 
Honolulu, Hawaii 





RIP 

I was saddened to read in your July 14 
issue of the passing of Karel Weiss, a co- 
founder of your publication. 

I knew Karel Weiss, and his wife, at the 
time the REVIEW was launched, together 
with the first editor, Eric Halpern. 

Karel Weiss was a Czech, with a heavy 
European accent, who came to Hong Kong 
and never wanted to leave. He had a criti- 
cal eye, always thinking of the interests of 
the man-in-the-street. I did not always 
agree with his views, but I liked him. He 
was a good human being. 

The Hong Kong community owes 
much to his pioneering spirit in co-found- 
ing the REVIEW. 

HILTON CHEONG-LEEN 
Hong Kong 





Seriously, Folks 

I'm asking seriously: was your July 7 TRA- 
VELLERS' TALES from South Korea and the 
Demilitarised Zone pure fiction, one indi- 
vidual's narrow-minded opinion or some 
kind of joke? 

I can't believe such mocking and cyni- 
cal comments can be made regarding one 
of the most serious and dangerous issues, 
indeed one that now ranks as the biggest 
threat to world peace. If Nury Vittachi 
was trying to be funny (a task in which 
he failed), he should try the David 
Letterman show rather than degrade the 
REVIEW. 

SYLVIA OH 
Seoul 





Socialist Insecurity 
New Delhi's decision to open telephone 
service to the private sector [Call Waiting, 
May 26] is as welcome as it is overdue. It 
stands in sharp contrast to the actions of 
the Indira Gandhi administration, which 
expanded the government sector and con- 
trolled the private one. The result of this 
massive expansion of government was an 
economy full of shortages. These shortages 
in turn gave rise to an equally massive 
blackmarket — which was in the end re- 
sponsible for India's survival. 

What India needs now is privatisation 
on a massive scale. Changing India to a 
country with a large private sector and a 
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Correction 

In our July 21 editorial, the party of Japan's 
new finance minister, Masayoshi Takemura, 
was incorrectly identified. He is in fact a 
leader of Sakigake, or New Harbinger Party, 
one of the partners in the new, Socialist-led 
coalition government. 
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EDITORIAL 


Deng Revolution, 1979-94 





China needs a new burst of reform 


a crack, the system is busting up. In this issue we fea- 

ture the last of a series of articles on China In Transition 
that chronicles the problems: labour unrest in the factories, 
tax revolts in the countryside, insolvency of state firms and 
human-rights conflicts with the West, not to mention the 
great uncertainty about who or what comes after Mr. Deng. 
Even assuming Mr. Deng carries on for several more years, 
clearly the revolution he set in place has spent itself. 

Mr. Deng deserves enormous credit for breaking with 
Maoism, embracing markets and dragging China into the 
20th century. History, we are confident, will credit these 
achievements, though it will also be compelled to note his 
sending the tanks into Tiananmen Square. It may well be 
true that no one but Mr. Deng could have brought China as 
far as it has come. The more compel- 
ling reality today, however, is that he 
is apparently unable to take it to the 
next step. For the very success of Mr. 
Deng's past initiatives has created 
new realities that demand an equally 
vigorous response if China is to avoid 
seeing reform collapse into social 
chaos and economic gangsterism. 

There are no handbooks for transforming a paranoid to- 
talitarian state into a confident, affluent member of the 
world community. But there is a common cause for the 
economic crises that now threaten China — one ironically 
identified by Lenin, who observed that the fastest way to 
destroy the social order was to debauch the currency. What 
Lenin was getting at is that countries that cheapen their 
currency foment insecurity by effectively punishing hard 
work, enterprise and savings. Inflation outrages workers 
and farmers alike, as Chinese who lived through the Chiang 
Kai-shek government of the late 1940s remember only too 
well. Certainly the KMT took the lesson, which helps explain 
why a hard currency has ever been a Taiwanese priority. 

Indeed, throughout history almost every leader who built 
up a devastated country has done so first by adopting a 
strong currency, as Adenauer did in Germany and De 
Gaulle in France after World War II. Yet in comparison with 
China, the French and Germans had a huge advantage: they 
were building from ashes and did not have to support a 
bloated state system that perverts incentives. In 1993, for 
example, China's state enterprises got 70% of total invest- 
ment but accounted for less than half of industrial output. 
Put that another way, a private sector that received only 
30% of investment managed to produce half the output. 

So long as state companies are allowed to cover their 


r ifteen years after Deng Xiaoping opened China's door 





losses by the government's simply printing more money, | 


China will remain caught in a vicious circle. Obviously 
China would like to limit the dislocations that would be 


inevitable with any move to make state enterprises subject 
to the market discipline of a hard currency. The problem is, 
the status quo won't hold: the state sector cannot survive 
without subsidies, but the private economy will wither with- 
out funding, and more inflation will only inflame social un- 
rest. Mr. Deng launched a great revolution. But until China 
generates a leader who will root out inflation and shore up 
a legitimate social order with a hard currency, it will remain 
unfinished if not fatally compromised. m 
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Hong Kong’s banking cartel 
A s long as we're recommending that China's leaders 





refer to their Lenin, it might be a good time to send 

Hong Kong officials back to their Adam Smith. In 
popular lore the colony has long enjoyed a reputation as a 
free-market paragon, but Smith would not have seen it that 
way. Certainly he would not have tolerated the cosy, old- 
boy regulatory arrangements that operate as barriers to en- 
try in critical markets. “People of the same trade,” he wrote, 
"seldom meet together, even for merriment and diversion, 
but the conversation ends in a conspiracy against the public, 
or in some contrivance to raise prices." 

We thought of this as Hong Kong’s Executive Council 
yielded to the banking industry's opposition to deregula- 
tion. Hong Kong's Consumer Council had found that the 
banking cartel effectively created by the 1964 Interest Rate 
Agreement today not only thwarts innovation (such as au- 
tomatic transfer from savings accounts to cover checking 
overdrafts), but allows banks to pocket an extra HK$1,333 
(US$171) for every man, woman, and child in the colony — 
about 1% of Hong Kong's GDP. 

Now, some of our best friends are bankers, but a cartel is 
a cartel. The banks claim, for example, that they lose an 
average of HK$1,395 for every account under HK$10,000, 
albeit citing “confidential” figures. Now some folks may 
well be subsidised. But we would think that Hong Kong 
has by now recognised competition as the only guarantee 
for the interests of most consumers most of the time. 

The fundamental issue, of course, is not figures. It is 
whether the Hong Kong the British leave after 1997 will be 
pro-business — the kind of system China now arguably has 
— or pro-market — the kind of system that made Hong 
Kong synonymous with opportunity. Governor Chris Pat- 
ten recognised early on that for Hong Kong to have a fight- 
ing chance of preserving its way of life, the clubby arrange- 
ments that have insulated Hong Kong's political class from 
public accountability would have to be broken up. How sad 
to see him now stop outside the bank door. EI 
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The Rolex Commodores' Cup. A new event, an 


Since the first sailing age old challenge. ocean-going design, a Rolex 


craft were built, their greatest challenge 
has been that posed by the sea. 

So when all the yachts come together 
from around the world for this years 
Rolex Commodores' Cup, they may be 
racing in a two-year old competition, but 
they will face an age-old adversary. 

Over the nine days of competition 
organised by the Royal Ocean Racing 
Club, each nation’s team of three yachts 
will face the ultimate test against the 
wind and the waves. 

It should therefore come as no 
surprise that Rolex is associated with this 


event: for as an example of perfect 
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am adversary of all. The sea. 





Oyster Submariner is the equal of any 
of the yachts that will assemble at Cowes. 

The unique Rolex movement is 
protected by an equally unique case. 
Formed from a solid block of metal using 
immense pressure, it is extremely elegant 
yet remarkably rugged. 

The mariners who assemble for the 
Rolex Commodores' Cup know that to 
win will take performance and endur- 
ance, qualities that a Rolex Submariner 
obviously possesses. It seems a fitting 
prize for those who beat not only their 
competitors, but also the oldest V 
ROLEX 


of Geneva 


The Rolex Submariner Date Chronometer in steel and 18ct. gold. Also available in 18ct. gold or in stainless steel. 
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s Deng Xiaoping grows more feeble, 
A speculation about potential 
successors rises. While most China- 
watchers predict a transitional period of 
Can Chosen Heir Jiang collective leadership, there is little 

Zemin Succeed? : 

agreement on what will happen next. 

Beijing correspondent Lincoln Kaye 
examines post-Deng scenarios and the 
leading contenders for succession. He also 
analyses what role an increasingly 
business-minded People's Liberation Army 
will play in the transition, and asks 
whether proliferating grassroots groups 
could contribute to the breakdown of 
central authority. Page 22. 












Cover illustration by Yuen Tai Yung 


e هھ‎ "m Reai 
Tokyo subway: any illegal immigrants egional 


here? Page 20. 













14 Asean: A post-Cold War order begins in Bangkok; China seeks to calm 
Asian fears 


GIHSVH Q3WHV 


16 Indonesia: A general becomes a target 

18 Foreign Relations: Germany leads Europe closer to Asia 
19 New Zealand: A by-election tests the National Party 

20 Immigration: Chinese illegal immigrants worry Japan 

27 Bangladesh: Feminist author Nasreen flees to Europe 


Arts & Society 


Pakistan's Hub River power project: intricate 44 Education: Thailand's poor seek schooling in the temples 
fi ing took : oe Г у А Ж 
инан took vr 45 Publishing: Malaysia's Men's Review pushes the limits 


egular Features 46 Books: Taiwan in black and white; island China; lowering tensions across 








4 Letters the Taiwan Strait 

5 Editorial 

Ae perc UC E 
11 In Other Words 

е: Иней 48 Health: Recent deaths put Japan's drug firms under the spotlight 


13 Regional Briefing 
17 The 5th Column 

28 Travellers' Tales 

30 Eye on Asia 

31 Focus: Thailand: 


50 Economies: North Korea shows signs of pragmatism 


52 Energy: Pakistan hastens to privatise power; a pioneering project rises in 
the desert 


55 Economies: Cambodia's army captures the forests, jeopardising aid 


Tria Investment 56 Property: Jakarta's real-estate market looks headed for trouble 
54 Economic Monitor: Hong Kong — 97 Trade: A shaky balancing act — Japan imports American homes 
63 Business Briefing 58 Finance: New York woos Chinese stock issuers 
64 Prices & Trends 60 Property: A Thai developer creates a gay new world 
65 Stockmarkets 60 Nepal Budget: Nepal's political crises eclipse tax giveaways 
66 Shroff: Tokyo 61 Industry: South Korea challenges Japan's shipbuilders; the OECD bans 


70 Profile: Willa Kim subsidies 


ч 


AUGUST 4, 1994 FAR EASTERN. ECONOMIC REVIEW 


SIEMENS 


Integrated 
systems Technology 


Power ——. 
for Indonesia's 
rural areas 





The electrification of rural areas is one 
of the main targets of the Indonesian 
government. In line with this 
programme, Siemens, as the main 
contractor, has been responsible for 
the installation of 43 diesel power 
plants with a total capacity of 225MW. 
Diesel engines and alternators, block 
transformers and switchboards, 
distribution equipment, control and 
automation systems, much of it 
produced in Indonesia. 


Having the right equipment produced 
and delivered to the installation sites 
at the right time required considerable 
logistics skills. Up to 22 construction 
sites had to be supplied and managed 
simultaneously. On-the-job training 
had to be provided for the installation 
teams, operating personnel had to be 
fully acquainted with the power station 
equipment at the suppliers' factories 
in Indonesia and Europe. 


Integrating individual components into 
functional systems, handling turnkey 
projects from engineering to 
commissioning - Siemens has the 
knowhow and technical competence. 
This is only one example. 


For further details contact 

Siemens (Pte) Ltd 

151 Lorong Chuan 03-01 

New Tech Park Singapore 1955 

or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems 
Integration. Siemens. 
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In Other Words 


* | always bring her [wife Gina] 
along ... she keeps me out of 
trouble. ” 









Philippine House Speaker Jose de 
Venecia, denying that he was one of four 
Philippine legislators reportedly arrested 
by Shanghai police last year after they 
were caught consorting with prostitutes 

while on an official visit to China. 






“It's like your mother: You love 
your mother, but you don't know 
how to talk to her. ” 












Hong Kong entrepreneur Jimmy Lai, on 


why he started Next magazine. Hong NEWS ITEM: SOUTH KOREA FACES GREATER UNCERTAINTY WITH DEATH OF KIM IL 
Kong's best-selling magazine, Next was SUNG. 


launched after the Tiananmen bloodshed 
to provide a Chinese voice for free “ Even though he's the prime minister of 
markets and free politics. this country, you'd think he'd have some sort 
of clue as to the effect of the Queen on the 
affairs of this country. ” 





* | was impressed by the beauty and the 


vastness of the Earth. " Australian Opposition Leader Alexander Downer on Prime 
Minister Paul Keating, who has backed plans to dump the 
Japanese heart surgeon and astronaut monarchy in favour of a republic. 


Chiaki Mukai, speaking from the U.S. space shuttle 
Columbia, on the 25th anniversary of the 


first | ing. > І 
re et rd “The wife neglected all her duties 


as a wife, especially as wife of the eldest 
son, by not going to see her parents-in-law 
on their birthdays and traditional 
Korean holidays. ” 

















‘THIS 1S TO HEED 
THE PUBLIC CLANOR 
M YOR ТАХ REFORN' 

A Seoul court on why it allowed a man to seek a 
divorce from his wife after he said she had brought 
unhappiness to his family for not being the “perfect 
Korean wife.” 


“ An insult to women. ” 


Chinese cabinet spokesman Yu Quanyu, on some 
Communist Party members' proposal to legalise 
prostitution. Their appeals were rejected. The claimed 
elimination of prostitution was one of the proudest 
accomplishments of the Communist revolution. 





**| regret that even the Supreme Court 
has failed to understand my position. ” 


Shoji Shinma, a member of the Japanese parliament, 

who was found guilty by a lower court of having falsely 

claimed in his campaign that he had attended Tokyo's 

NEWS ITEM: PUSH FOR NEW VAT TAX UNPOPULAR IN THE PHILIPPINES. prestigious Meiji University. The Supreme Court rejected 
Leonilo Doloricon/Manila Times his appeal. 
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INTELLIGENCE 





Defence in Cyberspace 

Beijing's top leaders are planning an in- 
ternal information superhighway strictly 
for defence purposes, according to sources 
in the Chinese capital. Under the scheme, 
companies set up by China's People's Lib- 
eration Army will be encouraged to par- 
ticipate in joint ventures working on estab- 
lishing the civilian information highway, 
so they can learn or copy the technology, 
and gain experience managing it. When 
installed, the defence highway could be 
used for military command and intelli- 
gence functions. The sources say it would 
also serve as a tool for monitoring and 
quelling civil unrest. 


At Arm's Length 


The director of Asian affairs at the U.S. 
National Security Council, Stanley Roth, 
made a quiet daylong trip to Phnom Penh 
on July 27 to assess the situation. The U.S. 
has already sent some military instructors 
to train Cambodian soldiers to defuse 
mines, but it is wary of further involve- 








Cambodian troops at work. 


ment. Roth's message to the Cambodian 
Government was that Washington would 
not provide any lethal assistance for the 
regime's fight against the Khmer Rouge 
unless Cambodia reduced the size of its 
army and brought corruption under con- 
trol. 


Scribes Beware 


Beijing has stepped up its surveillance 
of mainland Chinese journalists working 
for Hong Kong's newspapers for fear that 
they might expose the mounting problems 
the communist regime is facing. These 
journalists, working in the colony on tem- 
porary visas, have unusually good sources 
in China, and have provided the local me- 
dia with many exclusive reports. Since 
early this year, however, the reporters have 
found it increasingly difficult to operate 
during their occasional visits to China. 
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Security officials followed them around 
and harassed their sources, especially in 
Beijing. 


Snooping Around 


A recent visit to Burma by Gen. Li 
Jiulong, commander of China's Chengdu 
military region, has produced some puz- 
zling reports. Chengdu is the command 
headquarters and major supply base for 
Chinese troops in Tibet. In recent years it 
has also served as the source of Chinese 
arms and ammunition for Burma. But 
oddly enough, Gen. Li is known to have 
paid special attention to Burma's naval fa- 
cilities during his visit. According to sub- 
sequent reports, Rangoon has come under 
pressure to allow China access to three is- 
lands off the Burmese coast for signals in- 
telligence — Ramree island south of 
Sittwe in Western Arakan state, Coco is- 
land in the Indian Ocean, and Zadetkyi 
Kyun or St. Matthew's island off the 
Tenasserim coast in the southeast. The last 
of these islands is especially sensitive, as 
it is located off the coast of Burma's 
southernmost tip, Kawthaung or Victoria 
Point, close to the northern entrance to the 
Straits of Malacca. Satellite images also in- 
dicate that a 45-metre antenna for moni- 
toring radio traffic has been installed on 
Coco island. Rangoon's reaction to the 
Chinese demand for better access to these 
areas is not yet known. 


Peacekeeper's New Role 


A former battalion commander with the 
United Nations peacekeeping force in 
Cambodia is believed to be the replace- 
ment for East Timor military commander 
Col. Jhony Lumintang, who is expected to 
be promoted to chief of staff of the Bali- 
based 9th Military Region. Lumintang gets 
high marks for his performance in the trou- 
bled province, but diplomats say they are 
pleased with the credentials of the officer 
they have been told will replace him. 


Eyes on the Region 

Yoshiji Nogami, deputy director-gen- 
eral of Japan's Foreign Ministry's newly 
formed Foreign Policy Bureau, will become 
consul-general in Hong Kong in early 
September, succeeding incumbent Masaki 
Orita. Known for his crisis-management 
skills, Nogami has been part of the minis- 
try's North Korea policy-formulation team 
since early 1994. He is believed to want to 
turn the Hong Kong consulate into a centre 
for regional information gathering, rather 
than merely a China-watching post. 
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We've put one 
billion dollars where 
others have only put 

their mouths. 





The time for just talking about global telecommuni- 
cations is over. 

BT and MCI are pooling $1 billion in resources to 
create Concert, the first company ever dedicated to making 
fully integrated global telecommunications a reality. 

This joint venture is a powerful partnership. BT is the 
UK's largest company, and one of the world’s leading 
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suppliers of international telecommunications. MCI is 
the second largest long-distance carrier in the US, and 
internationally one of the world's fastest growing. 
Concerts range of services are available through 
BT and MCI. 
The power to orchestrate global business telecom- 
munications is now yours. 


CONCERT 


Global Communications from BT and MCI 


FOR MORE INFORMATION CONTACT YOUR BT ACCOUNT MANAGER. OR CALL BT ON + 44 272 217217. CONFIRMATION OF THIS JOINT VENTURE IS SUBJECT TO REGULATORY APPROVAL 


ar one million two hundred us udi 


thousand rivets were used. Is 


there one that is most important? 


Workin in unison to execute a well 
thought-out plan. Bringing a variety of com- 
ponents together to achieve your goal. No 
one element is more important. Except may- 


be the rivet that was first. The beginning. 





BJ Bank of America 


1993 Bank of America NT&SA. Member FDIC 





The Golden Gate Bridge photographed by Robert Mizono 
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ASSOCIATE SPONSOR 


HONORARY SPONSOR 


OFFICE OF THE BOARD 
OF INVESTMENT, Thailand 


OFFICIAL AIRLINE 


44 Philippine Airlines 


OFFICIAL HOTELS 
Hong Kong — Hong Kong Hilton 


Indonesia — Jakarta Hilton International 


Malaysia — Shangri-La Hotel Kuala Lumpur 
Philippines — The Westin Philippine Plaza 


Singapore — Hyatt Regency Singapore 


Thailand — The Dusit Thani 


OFFICIAL EXHIBIT ORGANIZER 
Pico Group 


OFFICIAL AUDITORS OF THE SEARCH AND 


SELECTION PROCESS 
SGV/ Arthur Andersen 


OFFICIAL PUBLICATIONS 
Hong Kong 


Sing Tao Daily — Sing Tao Evening Post 


The HongKong Standard 


Indonesia 
Tempo — SWA Sembada 
Malaysia 
The Star 
Philippines 


The Philippine Star — The Business Star 
Thailand 


Nation Publishing Group 
Regional 
The Asian Manager 
ORGANIZER 


The Events and Awards Managers of Asia 


(TEAMASIA) 


THE AsiAN MANAGEMENT AWARDS 
PURSUING THE CHALLENGES 
OF THE GLOBAL ECONOMY 





uture historians will record that the twenty-first century belonged to 
the House of Europe," the charismatic — and controversial — econo- 
mist Lester Thurow wrote in his best-selling 1992 book, Head-to-Head. 
Not so, thunders John Naisbitt in Global Paradox: "... you can forget 
Europe... Asia Pacific is destined to lead the global economy into next century." 


Naisbitt’s fellow future-caster Alvin Toffler argues in War and Anti-War that information will 
be increasingly substituted for bulk raw materials, labor, and other resources in Third Wave 
— or advanced — countries. And Third Wave countries will “become less dependent on First 
Wave or Second Wave partners, except for markets." But he also says that development in 
Asia has been greatly accelerated, and with “...coastal China coming on line, the battle for 
markets is becoming white hot." 


This battle will become more extreme, Toffler says, as Southeast Asian companies rapidly 
replace cheap labour factories with sophisticated Third Wave manufacturing plants. 


These futurecasts suggest at least three challenges for Asian Managers: 1) An intensely 
competitive global marketplace characterized by a level-playing field; 2) The transition from 
supplier to world-class manufacturer; and, 3) A race for advanced technology and rapid 
innovation. 


The Asian Management Awards were conceived and developed to identify and communicate 
instances of excellent management in meeting challenges such as these. The Awards are 
presented by the Asian Institute of Management and the Far Easten Economic Review in 
partnership with leading companies and organizations. Among them are our outstanding 
official news organizations. 


THE OFFICIAL NEWS ORGANIZATIONS 


Hongkong Standard & Sing Tao Limited Established in 1949, the Hongkong 
Standards digital publishing system is the most advanced in Asia and the equal 
of any system in use anywhere in the world. Sing Tao — a leader in property 
news and advertisements — publishes Sing Tao Daily and Sing Tao Evening Post, 
including editions for the US East Coast and West Coast, Canada, Europe and 
Australia. SWA Sembada SWA reahes the leaders in Indonesia's vast and promising 
market. Published in Bahasa Indonesia, it publishes in-depth reports and analyses 
on important business topics including management, marketing, competition and 
banking. The Star Established in 1971 in Penang, The Star has grown from a 
circulation of 10,000 copies to over 180,000 with a readership exceeding 835,000. 
Acknowledged as the source for what's going on in the business world, The Star 
is "The People's Paper." The Philippine Star & The Business Star The Philippine 
Star not only keeps its readers up-to-date, it boasts the finest roster of top- 
notch columnists in the nation and is the fastest-growing newspaper in the 
Philippines. The Business Star is an indispensable forum for economic trends and 
an important reference for business leaders. The Nation Publishing Group 
Established by a small group of journalists in a shophouse 21 years ago, The 
Nation Publishing Group (NPG) is the fastest-growing publishing house in Thailand. 
The award-winning NPG publishes a wide range of newspapers and magazines in 
both Thai and English. 
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MALAYSIA 
Prince Under Fire 


Tunku Abdullah Abdul 
Rahman, brother of Malaysia's 
king, could face action for 
visiting Israel in violation of 
Malaysian law, the New Straits 
Times reported. Abdullah, 
chairman of Melewar Corp. 
and a friend of Prime Minister 
Datuk Seri Mahathir 
Mohamad, says he went to 
Israel on a personal visit. Law 
Minister Syed Hamid Almar 
said Abdullah would be 
questioned by police when he 
returns to Malaysia. 


BURMA 


Chuan’s Freedom Plea 


Thai Prime Minister Chuan 
Leekpai urged Burma to 
release detained Nobel Peace 
Prize laureate and democracy 
leader Aung San Suu Kyi. 
Chuan made the appeal on 





July 25 during talks with 
Burmese Foreign Minister Ohn 
Gyaw, who was in Bangkok as 
a guest of Thailand at an 
Asean ministerial meeting. The 
Thai leader said Suu Kyi's 
release was the key to solving 
many of Burma's political and 
economic problems. 





INDIA 

Russian Rocket Deal 

Russia has agreed to sell seven 
cryogenic rocket engines to 
India but will not transfer their 
technology, according to 
India's minister of state for 
external affairs, R. L. Bhatia. 
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Cryogenic rockets use low- 
temperature fuels, such as 
liquid hydrogen and methane. 
Bhatia said on July 25 the 
Russians had agreed to sell 
four engines to India initially, 
with provision for another 
three later. 


Tribal Terror Abates 


Soldiers and paramilitary 
troops fanned out through 
parts of the northeastern state 
of Assam after a week of 
ethnic violence. No fresh 
incidents had been reported 
since July 24, when Bodo tribal 
militants, fighting for their 
own state within India, 
attacked a relief camp to 
which Muslims had fled from 
earlier violence. Officials said 
the death toll in the ethnic 
violence had reached 70 and 
was expected to rise. 


INDONESIA 
Stiff Sentence 


Maman Suparman, former 
deputy manager of the Jakarta 
branch of Bapindo, a state- 
owned development bank, 
was jailed for nine years for 
his role in the US$430 million 
Golden Key loan scandal. He 
is the first of five accused bank 
executives to be convicted. The 
prosecution is seeking a life 
sentence for Golden Key 
owner Eddy Tansil. 


PHILIPPINES 
Coalition Rift 


Twenty members of Congress, 
all linked to the regime of 
former strongman Ferdinand 
Marcos, quit the ruling 
coalition on July 25. They were 
led by Ronaldo Zamora, 
majority leader in the 214- 
member House of 
Representatives, who is from 
President Fidel Ramos's own 
National Union of Christian 
Democrats. Zamora was 
followed by 19 members of the 
Nationalist People's Coalition, 
led by Marcos ally Eduardo 
Cojuangco. 








Murayama. 


SOUTH KOREA 
Japan Says Sorry 

Japan's prime minister, 
Tomiichi Murayama, told 
South Korean President Kim 
Young Sam that Tokyo would 
cooperate closely with Seoul 
and Washington to persuade 
North Korea to abandon its 
suspected nuclear-arms 
programme. At a July 23 
meeting in Seoul, Murayama 
also apologised for Japan's 
colonisation of the Korean 
peninsula, but didn't offer to 
compensate Korean women 
who were forced into 
prostitution by the Imperial 
Army. 





TAIWAN 
Warning to China 


Taiwan accused China of 
deliberately challenging its 
sovereignty by sending fleets 
of fishing boats to trespass in 
its waters. Taipei warned it 
would take defensive 
measures. Maj.-Gen. Chang 
Yuan-chi, a director at the 
Ministry of Defence, said 
regular marine-police patrols 
would be deployed closer to 
China in the Taiwan Strait. 


Transport Talks Likely 


Taiwanese officials will be 
prepared to discuss direct 
transport and communications 
links with China during a 
quasi-official meeting 
scheduled to be held in Taipei 
on July 30, the United Evening 
News reported. The technical- 
level meeting will be followed 
from August 4 by talks 
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х between the administrative 
heads of China's Association 
for Relations Across the 
Taiwan Strait and Taiwan's 
Straits Exchange Foundation. 





CHINA 
Labour Activists Held 


Chinese dissident sources 
confirmed the arrest of six 
labour activists missing since 
May, bringing the total of 
labour organisers arrested 
since March to 16. Well-known 
activists Liu Nianchun and 
Zhang Lin were arrested on 
May 28, the sources said, 
completing the authorities’ 
round-up of leaders of the 
Alliance to Protect Labourers’ 
Rights. Police denied 
knowledge of the arrests. 


PAKISTAN 
Nine Die in Clashes 


At least nine people were 
killed and 40 injured in clashes 
between rival Muslim sects in 
Karachi. On July 23, gunmen 
killed six people and injured 
25 when they fired at a bus 
crowded with Shia Muslims 
returning from a religious 
ceremony. Three more people 
were killed the following day. 
The cabinet ordered patrolling 
by troops in sensitive areas. 


NV" SAQY19/29IHdYHO M3IA3H 


Electricity capacity 
Asean, Japan, U.S., 1993 
watts per capita 
3,500 
3,000 
2,500 
2,000 
1.500 


1,000 
500 
0 S 


Source: Jardine Fleming Securities 


13 






Cam and Cambodia's Sirivudh; Australia's Evans; Japan's Yohei Kono. 
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Foreign ministers agree to be upbeat. Clockwise from above: Indonesia's Alatas, China's Qian, Singapore's Jayakumar, Vietnam's Manh 


Preventive Measures 


Regional leaders meet in Bangkok to discuss security issues 
and confidence-building measures, as well as a framework 
under which potential conflicts can be prevented. 


By Rodney Tasker and Adam Schwarz 
in Bangkok 
angkok was treated to a glimpse of 
the future on July 25. Eighteen for- 
eign ministers, including six from 
Asean, laid what many saw as the first 
brick in a new post-Cold War security 
structure for Asia. 

The arena was the newly created Asean 
Regional Forum (ARF). Though the low-key 
meeting produced no concrete agreements, 
it was a significant first stab at reducing 
opportunities for confrontation in a poten- 
tially volatile region. 

The three-hour discussion was domi- 
nated by concerns over potential conflict 
on the Korean peninsula and competing 
claims to the Spratly Islands, according to 
diplomats who attended the talks. Several 
touchy issues, however, were left unspo- 
ken. Among these are the possibility of 


14 


conflict between China and Taiwan, and 
Chinese and Japanese ambitions to fill any 
regional security vacuum left by the dimin- 
ishing American military presence. 

The tone was upbeat. "The concept of a 
security forum is an idea whose time has 
come,” Australian Foreign Minister Gareth 
Evans declared. ^It deserves further deve- 
lopment." A senior Canadian official was 
even more positive: "It was an historic 
meeting." 

Seated around the table were the six for- 
eign ministers from Asean (Brunei, Indo- 
nesia, Malaysia, the Philippines, Singapore 
and Thailand) and their counterparts from 
so-called dialogue partners. These were the 
United States, Australia, Canada, New Zea- 
land, the European Union, South Korea 
and Japan. Also present were invited 
guests China, Russia, Vietnam, Laos and 
Papua New Guinea. 

The meeting represented the first time 
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such things as preventive diplomacy and 
the need for transparency in the region's 
arms build-up had been discussed under 
Asean's sponsorship. As such, it was a 
fledgling attempt by Asean to expand its 
responsibility for keeping the peace in Asia. 

"We have entered unchartered waters," 
said Singapore's foreign minister, S. Jaya- 
kumar. “Asean has no tried and tested for- 
mula, no grand design, for a regional secu- 
rity or economic framework. However, 
Asean has recognised that a predictable 
pattern of relationships in the Asia-Pacific 
region is a vital pre-requisite to managing 
the strains and tensions that come with 
rapid growth and change." 

A welter of discussion papers was put 
before the meeting from all sides. These 
will be assessed for a more formal agenda 
at the next Asean annual ministerial meet- 
ing, to be held in Brunei in 1995. Proposals 
cover: confidence and security building, 
nuclear non-proliferation, peacekeeping 
(including a proposal to set up a regional 
peacekeeping centre), exchange of non- 
classified military information, maritime 
security issues such as piracy, and pre- 
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emptive actions that could be taken to de- 
fuse potential conflict. 

The theme for the meeting had been set 
by Thai Prime Minister Chuan Leekpai in 
his speech opening the annual Asean get- 
together, which preceded the ARF discus- 
sion. Chuan warned of “potentially disrup- 
tive issues” facing Asean. “One set of 
issues concerns possible resources compe- 
tition and territorial disputes,” he said, in 
reference to the Spratly islands. He added 
that “there is now an urgency to avert 
armed confrontation arising out of such a 
rivalry . . . The regional arms race is an- 
other concern . . . ARF is a crucial forum for 
confidence-building in the Asia Pacific." 

By regional arms race, Chuan was re- 
ferring to the increasingly prosperous 
Asean countries' ability to buy the latest 
weaponry. In addition, having subdued 
internal, mainly communist insurgencies, 
they are equipping for external defence, 
which is more expensive. 

The ARF meeting has firmly placed 
Asean as a player in the global security 
network. But the grouping's efforts to ex- 
pand its Southeast Asian base may prove 
more problematic than had been thought. 
Asean currently admits three other coun- 
tries as observers: Vietnam, Laos and Papua 
New Guinea. Papua New Guinea recog- 
nises it has a long way to go before becom- 
ing a full member. Tiny Laos wants to go 
slow on upgrading its Asean status. But 
Vietnam had seemed to be on a fast track to 
admission; before the meeting, it was 
widely touted as the next member of Asean. 

Indeed, initially, it seemed Vietnam was 
on course for full membership. Some 
Asean foreign ministers, particularly Ma- 
laysia's Datuk Abdullah Badawi, said at 
the outset of the Bangkok session that they 
hoped for Vietnam's fast integration into 
the Asean fold. But the Singaporean 
delegation struck a cautious note. It said 
Vietnam would have to come to grips with 
sending delegates to hundreds of Asean 
meetings, and would 
have problems integrat- 
ing its communist, cen- 
trally oriented economy 
into Asean's free-mar- 
ket environment. In 
particular, there was the 
question of how Viet- 
nam would integrate 
into the Asean Free 
Trade Association, or 
Afta, which requires 
member countries to 
drop tariffs on manu- 
factured and processed 
goods to a maximum of 
5% by 2008. 

The prospect of Viet- 
nam being a full mem- 
ber of Asean by the 
time of its next summit, 
in Bangkok in Decem- 
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ber 1995, is now more remote than some 
Asean officials had hoped. "There's no way 
that Vietnam will be with us by that time," 
one senior Thai official said. 

There was, however, some movement 
towards bringing Cambodia into the fold, 
despite its current instability. Cambodian 
Foreign Minister Norodom Sirivudh, as an 
Asean guest, announced that his country 
was seeking observer status. Other coun- 
tries at the meeting, particularly Australia, 
said they were anxious to provide Cambo- 
dia with military support — mainly train- 
ing — to defeat the now-outlawed Khmer 
Rouge. 

The prospect of a separate development 
— a Southeast Asian Community, or Asean 
plus the three Indochina countries and 
Burma — was shot down, mainly by Ma- 
laysia's Badawi. "I don't see the necessity 
for SEA-10, for a parallel organisation," he 
said. According to other Asean officials, the 
Malaysians were concerned that the idea 
was being pushed through by Thailand, 
with the help of the Philippines. Thailand 
has lost the major clout it had within Asean 
when it was the "frontline state" facing a 
Vietnamese-occupied Cambodia, Asean's 
main diplomatic preoccupation from 1979 
to 1989. 

One major side issue during the Asean 
meeting was the invitation of a Burmese 
delegation headed by Foreign Minister Ohn 
Gyaw, as the guest of the meeting's Thai 
hosts. Apart from bilateral meetings with 
the Asean foreign ministers, Ohn Gyaw 
met Australia's Evans. But he was avoided 
by the U.S. delegation, headed by Deputy 
Secretary of State Strobe Talbott. This high- 
lighted continuing policy differences. 
Asean's sees "constructive engagement" 
with Burma's military regime as the way 
ahead. Western governments, by contrast, 
have sought to isolate the regime because 
of its human-rights record and its contin- 
ued detention of the dissident political 
leader, Aung San Suu Kyi. ш 


China's Qian, Russia's Andrei Kozyrev, Burma's Ohn Gyaw: diplomatic waltz. 
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China seeks to calm 
Southeast Asia's fears 





By Nayan Chanda in Bangkok _ 
| f you're worried about a Chinese mili- 





tary build-up, relax. China spends less 

on its armed forces than the United 
States, and not much more than pacifist 
Japan. That's the message Chinese Foreign 
Minister Qian Qichen wants to give his 
Asian neighbours. 

One of the unstated objectives of the 
Asean Regional Forum (ARF) is to engage 
China in a security dialogue, so the threat 
posed by Beijing’s military power can be 
contained. Attending ARF’s meeting in 
Bangkok, Qian sought to allay fears of Chi- 
na's growing might. In an interview with a 
small group of journalists, he also dis- 
cussed China's stand on Korea and Tai- 
wan. 

China's defence budget rose to Rmb 58 
billion (US$6.7 billion) this year from Rmb 
43.2 billion last year, Qian said, an increase 
of 34%. (In March, Beijing said the increase 
was about 22% to Rmb 52.4 billion.) But 
prices in China rose 13% in 1993 and are 
expected to climb by more than 10% this 
year, Qian stressed. “The main purpose for 
this increase in the defence budget is to 
offset the impact of the reduction of the 
purchasing power of the money. Actually, 
there is no big increase of defence expendi- 
ture,” he said. 

Qian said he could understand how 
smaller countries could be concerned 
about a Chinese mili- 
tary build-up, but he 
said it was necessary to 
compare China’s de- 
fence budget with that 
of other countries to 
get a proper perspec- 
tive. India, which is 
slightly smaller and 
less populous than 
China, has an annual 
defence budget of 
more or less the same 
size, Qian said. Much 
smaller Japan, mean- 
while, whose constitu- 
tion forbids the deploy- 
ment of troops abroad, 
has a defence budget 
of US$30 billion, he 
added. The U.S. has 
only a quarter of Chi- 
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na's population, but its defence budget is 
US$200 billion. “If you make such com- 
parisons, you come to the conclusion that 
China's military forces are defensive in na- 
ture," Qian said. 

Chinese defence-spending figures are 
seriously questioned by foreign specialists, 
however. Paul Godwin, a Chinese military 
affairs expert at the National Defence Uni- 
versity in Washington, says that given the 
size of the 3-million-strong Chinese army 
— backed by nuclear weapons and 5,000 
aircraft — "the budget simply does not add 
up." The London-based International Insti- 
tute for Strategic Studies estimates that 
China's actual 1994 defence budget is Rmb 
100 billion. Using currency-conversion for- 
mulas that take into account purchasing- 
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By John McBeth in Jakarta 
ot many civilians carry handguns in 
Indonesia, but senior Immigration 


N ion officer Bambang 


Rusminhardjo seems to have been one of 





power parity, that translates to US$28.5-45 | 


billion. 


Qian refused to answer directly when | 


asked about ways to provide transparency 
about China's defence preparations, such 
as allowing observers at exercises or con- 
ducting joint exercises. He also brushed 
aside questions about whether China had 
created a rapid-deployment force or was 
acquiring other means to project its power. 


"There is no change whatsoever in Chinese | 


strategy. China does not have aircraft car- 
rier nor does it have overseas military 
bases. How can it be possible for the Chi- 


nese armed forces to be in the offensive | 


posture?" he asked. 

"In history China never invaded any 
foreign country," Qian said, apparently for- 
getting the army's February 1979 cross- 
border thrust into Vietnam, launched in re- 


taliation for Vietnam's invasion of Cambo- | 


dia. "And at present," he continued, 


"China has not stationed even one single | 


soldier outside its border, nor does it have 
any military bases on foreign soil." 
Asked why China objected so strongly 





those who could. Shortly before midnight 
on July 13, Bambang used his .32-calibre 
pistol on the Jakarta-Bogor tollway — and 
left himself at the centre of a mystery that 
no one is willing to clear up. 

By his own account, the 41-year-old of- 
ficial became annoyed at the way a car fol- 
lowing close behind him kept flashing its 
headlights, so he shoved his gun out the 
window and squeezed off three shots. Un- 
fortunately for him, the passenger in the 
trailing vehicle turned out to be the Jakarta 
military region commander, Maj.-Gen. 
Hendropriyono. 


A Shot in the Dark 


Why did immigration official fire at military commander? 


recent conversation with a colleague, the 
general himself hinted at being transferred 
and said he would be satisfied if he ended 
his career with only two stars. 

The first report of the tollway incident, 
which appeared in the July 15 edition of 
Media Indonesia, said Hendropriyono's 
driver flashed his lights because Bambang 
kept blocking his path whenever he tried 
to pass. Quoting Bogor police chief Col. 
Sutioso, the newspaper said an apparently 
irritated Bambang then opened fire, hitting 
the bodywork of the general's car. 

An aide radioed police asking them to 
intercept the vehicle. But for some reason 
the general and his two subordinates were 
unable to take up the chase themselves and 
it was another two hours before Bambang 
was tracked down to his Bogor home. 
When a squad of 





Although the 
military sought to 
play down the inci- 
dent, questions re- 
mained over the 
circumstances be- 
hind the late-night 
shooting. Such inci- 
dents may be com- 
mon in Thailand 
and the Philip- 
pines, but they are 
highly unusual in 
Indonesia. There 





arresting officers 
finally apprehend- 
ed him there, the 
official is reported 
to have fired two 
more shots before 
he was overpow- 
ered. 

A day after the 
story broke, the 
military hurriedly 
summoned a press 
conference to head 
off mounting spec- 
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| were also conflict- IS ulation. Jakarta 
ing reports from No flashing lights, please. Command chief of 
the police, the mili- staff Brig.-Gen. 


to Taiwan’s admission to the United Na- | 


tions when it supported the membership 
of both North and South Korea, Qian said 
the issues were totally different. “Gradu- 
ally there have been two countries on the 
Korean peninsula,” he said, after U.S. and 
Soviet troops decided to deploy their 
troops on either side of the 38th parallel at 
the end of World War II. His answer 
skirted any mention of China’s historical 
role in Korea. 

The situation regarding China and Tai- 
wan bears no resemblance, Qian said. First, 
according to the Cairo Declaration at the 
end of World War II, Taiwan was returned 
to the then-government of China, he said. 
Second, from 1949 to 1971, the Taiwan re- 
gime occupied the seat of China at the UN. 
In 1971, the UN adopted a resolution right- 
fully giving the seat to the People's Repub- 
lic of China, he said. "So the question with 
regard to the two Koreas joining the United 
Nations is totally different and it is there- 
fore impossible for Taiwan to return to the 


tary and independent sources about 
whether Hendropriyono's car had been hit. 
In an interview with Sinar weekly, 


| Bambang's wife only added spice to the 


story by claiming that on top of his immi- 
gration job, where he was in charge of citi- 


| zenship affairs, her husband also moon- 


lighted for the State Intelligence Coordinat- 
ing Agency — the civilian counterpart of 
the military's newly revamped Badan 
Intelijen ABRI. 

A former head of intelligence in Jakarta 
(1985-87) and the man responsible for the 
bloody suppression of the 1989 Warsidi 
uprising in southern Sumatra, the 49-year- 
old Hendropriyono has been a charismatic, 
high-profile figure since he became Jakarta 
commander in April 1993 — the first in his 
academy class to be given a regional com- 
mand. 

But in recent months there have been 


| persistent reports that his star may have 


United Nations," Qian said. W 
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fallen, apparently as a result of high-level 
displeasure over some of his actions. In a 
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Wiranto denied the shots had hit the 
general’s car and said an “out of control" 
Bambang had fired into the air without 
realising who was in the other vehicle. 
"There was nothing premeditated about 
it" said Wiranto, who previously served 
as President Suharto's adjutant. 

A Bogor police spokesman says that 
local investigators questioned Bambang 
for only about an hour before transferring 
him to East Jakarta police jurisdiction. The 
spokesman would not confirm or deny 
that the bullets had hit Hendropriyono's 
car. 

According to an independent intelli- 
gence source, one round hit the wind- 
screen and another blew out a tyre — 
which would explain why pursuit was not 
possible. But with no confirmation avail- 
able, the case — just like Bambang — ap- 
pears to be firmly under lock and key. 
Weeks after the closure of three maga- 
zines, the press is also being understand- 
ably circumspect. m 
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Republic of Vietnam. 


Tran Quang Co is Vice-Minister of Foreign Affairs of the Socialist 


Rights and Values 


s we look at the post-Cold War 
A world, we find ourselves faced with 

a picture full of contradictions. On 
the one hand, we see a globe divided by 
ethnic, nationalist, religious and factional 
conflict. On the other hand, despite such 
conflicts the trend lines clearly lead to- 
wards increasing international cooperation 
and integration, such as the recently com- 
pleted Uruguay Round of Gatt. 

Against this background, the issue of 
human rights has also assumed a global 
dimension. Last year it was the subject of 
a much-publicised, United Nations- 
sponsored world conference in Vienna, 
and in a number of countries it has be- 
come a component of foreign policy — not 
to mention a topic of debate within and 
among not only governments but a host of 
private organisations. Human rights them- 
selves, of course, are hardly new. What is 
new is the way these rights are today ad- 
vocated by some countries and groups. 

In the best of all worlds, human rights 
would become a field for cooperation 
rather than a battleground of confrontation. 
But for this to happen, it is important to 
keep in mind that such rights are a prod- 
uct of human evolution and as such evolve 
with time, being neither absolute nor im- 
mutable. It is therefore strange that some 
of those who advocate human rights as a 
cornerstone of international relations pay 
so little regard to differences in stages of 
socio-economic development — and the 
ensuing differences in the perception of 
imperatives and the setting of national pri- 
orities. A starving country, for example, 
will be far more concerned with feeding its 
people rather than the forms and methods 
of democracy. 

I hasten to add that my intention here is 
not to fall into the over-simplistic, quasi- 
mechanical argument that the higher the 
level of socio-economic development, the 
higher too the level of human rights. All I 
wish to stress is that socio-economic deve- 
lopment provides objective conditions and 
possibilities for better implementation of 
human rights, both individual and collec- 
tive. 

The point is that human rights is an ag- 
gregate product that calls for a balanced, 
holistic approach. History shows that eco- 
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By Tran Quang Co 





nomic rights have always been as impor- 
tant as, if not more than, civil and political 
rights. During the 1980s, we have had our 
own experience of this with the “boat peo- 
ple” problem. Facing hard economic con- 
ditions after decades of war, thousands of 
Vietnamese chose illegal emigration in 
hopes of finding a better material life 
abroad. But because of political motivation, 
some countries have interpreted this as an 
exodus of political refugees. It is blatantly 
clear that this is not at all the truth. Indeed, 
the success of our economic reform has 
halted this sad phenomenon. 

It should also be clear that human rights 
cannot be summed up merely as indi- 
vidual rights. Human rights also encom- 





É ir democracy is 
indeed a worthy 
goal for regulating 
relations within a 
society, should it 

not also be 
followed among 
nations? y 





pass the collective rights of communities 
and nations to self-determination; the right 
to sovereign use of national natural re- 
sources, the right to development, the right 
to equality of status among nations. 

To some in the developed North, these 
collective rights might appear somewhat 
abstract and remote. But to nations that 
have recently emerged from colonial bond- 
age and are struggling to develop in an 
unfavourable and still unfair international 
environment, there is nothing remote 
about these aspirations at all. One is 
tempted to think sometimes that the rea- 
son affluent nations speak so little of self- 
determination, sovereignty and equality is 
that in their everyday lives as rich and 


FAR EASTERN ECONOMIC REVIEW 


powerful nations they take these rights for 
granted. In other words, they call the shots. 


ore interesting still is that the same 
M rights and rules so often invoked 

for judging relations between gov- 
ernments and their people are by no means 
followed when it comes to relations be- 
tween states. If democracy is indeed a wor- 
thy goal for regulating relations within a 
society, for example, should it not also be 
followed among nations? It seems some- 
how strange to us that the heightened at- 
tention that certain quarters display over a 
few specific cases of what they consider to 
be human-rights violations in our country 
often goes together with a blithe indiffer- 
ence for the hundreds of thousands of 
Vietnamese whose human rights were 
abridged in many different ways during 
the war and from whose consequences 
they continue to suffer today. 

To put it another way, we all need to 
remember that human rights will ever be a 
complex and sensitive issue, if only be- 
cause by its nature it touches at the core of 
each society's scale of values and way of 
life. Certainly all states must strive to im- 
prove the human rights for their people, 
and they are accountable both to their own 
peoples and the world community at large. 
What we find disquieting is the growing 
practice in bilateral dealings of pushing 
limited areas of concern without regard for 
our values, often going into details and as- 
pects so specific that it raises the question 
of national sovereignty. At the interna- 
tional level, diversity no longer is hailed as 
a virtue. 

Inasmuch as human rights have become 
part of international life and dialogue, we 
need to anchor this dialogue firmly to 
sound principles that will ensure their 
sustainability: mutual understanding and 
respect, objectivity and non-politicisation, 
equal footing and the recognition that, as 
the Vienna Declaration put it, "the protec- 
tion and promotion of human rights and 
fundamental freedoms is the first responsi- 
bility of governments." Only thus will we 
advance human rights throughout the 
world and avoid a new North-South Hu- 
man Rights economic divide adding to the 
North-South Economic Divide. " 
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Wake-Up Call 


European Union urged to turn towards Asia 





By Shada Islam in Brussels 
Е or years, Germany has been the en- 





gine of European growth. Now, the 

Teutonic locomotive may lead the 
European Union (EU) on an Asian jour- 
ney. Germany has assumed the EU presi- 
dency just in time to launch the group's 
new Asia policy, which calls for the build- 
ing of comprehensive political and eco- 
nomic ties with the region. 

^We seriously believe that a world eco- 
nomic player which is not completely in 
the Asian game will lose its position in the 
world economy," says Endymion Wilkin- 
son, head of the European Commission's 
Southeast Asia division. "The Union needs 
to strengthen its presence in Asia in order 
to maintain its leading role." 

Wilkinson's words would sound like 
common sense in Asia. But inside the EU's 
inward-looking bureaucracy, voices like his 
have long cried in the wilderness. While 
East Asia's economic evolution gave it new 
international clout, the Union was busy lib- 
eralising its own internal trade. And when 
Euro-enthusiasts occasionally turned their 
eyes towards Asia, most saw a fiercely com- 
petitive region where countries engaged in 
"unfair" trading practices. 

Unlike European policymakers, Euro- 
pean companies have not all been content 
to watch Asia's development from the side- 
lines. Two-way trade between Europe and 
Asia stood at more than US$220 billion in 
1993, almost US$50 higher than trans- 
Atlantic commerce. But, as a new policy 
paper by the Commission points out, the 
rise in trade and investment links has yet 
to be reflected in heightened European po- 
litical interest in the region. 

Hoping to focus its member states' com- 
mon gaze on the opportunities offered by 
Asia's economic growth, the Commission, 
which has the power to initiate EU policy, 
has asked the Union's 12 member govern- 
ments to rethink their attitudes towards the 
region. Without such a radical reassess- 
ment, the Commission warns, the EU 
could find itself marginalised in the inter- 
national race to win friends in Asia. 

Wilkinson, who is taking over as the 
Commission's new head of delegation in 
China, says the EU's discussions with Asia 
should include political as well as eco- 
nomic matters, reflecting Asia's emerging 
international role. 

But the EU's policy on human rights in 
Asia — a potential source of friction — is 
likely to remain cautious, EU officials say. 
^We do not have a moral agenda in Asia," 
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insists Robert Madelin, a senior adviser to 
European Trade Commissioner Sir Leon 
Brittan. A dialogue on human rights is es- 
sential, the Commission believes, but it 
must be conducted tactfully, as just one 
strand of a policy mix that gives economic 
interests top priority. 

The Unior's slowness in responding to 
Asia's awakening can be explained by the 
complexities of EU policymaking. Strong 
French influence in the European Commis- 
sion has meant a focus on ties with Africa. 
And the successive nominations of Span- 
iards Abel Matutes and Manuel Marin to 


help create jobs in Europe. “Asia has be- 
come a new global economic, technologi- 
cal and political centre of gravity," the re- 
port says. 

German officials admit that events in 
Eastern Europe, Russia and the Mediterra- 
nean will continue to get top priority in 
European capitals. But according to a sen- 
ior German diplomat in Bonn, upgrading 
relations with Asia will be a priority dur- 
ing Germany's six-month EU presidency, 
which lasts until the end of the year. 

Getting the unwieldy EU foreign-policy 
machine to change direction won't be easy. 
For one, it will require a radical change in 
Europe's perception of Asia. Apart from a 
few Asia hands such as Wilkinson inside 
the Commission, most EU officials have a 
view of the region that is hopelessly out of 
date. To many of them, Asian countries fall 
into one of two categories: those that are 
feared as being excessively competitive, or 


Li Peng with German Foreign Minister Klaus Kinkel: Asia's this way. 


look after development policy encouraged 
involvement in Latin America. 

“We have to struggle against the in- 
ward-looking attitudes of the EU and its 
institutions," says Malaysia's envoy to the 
Union, Renji Sathiah. "We have to make 
sure that they realise that they have a glo- 
bal role to play. And that they see Asia asa 
partner and an opportunity, not as a threat 
to them." 

That message is starting to be heard. 
Trade adviser Madelin says the EU was 
impressed by Asian countries’ "active po- 
litical commitment" to free trade during 
the recently concluded Gatt Uruguay 
Round. “Our aim now is to make Euro- 
peans feel more comfortable with Asians 
as partners,” Madelin says. 

Germany is pushing for a greater Eu- 
ropean economic and political stake in 
Asia. In a government report drawn up 
earlier this year, German foreign-policy 
experts stressed that exporting to Asia will 
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those that are underdeveloped and need 
financial aid. 

“Our emphasis now is on changing 
mentalities,” says David Ting, head of the 
Commission's new political wing for South 
and Southeast Asian affairs. “We must be 
aware of the diversity inside Asia.” 

The Commission says its calls for a new 
outlook on Asia encompass both East Asia 
— where the opportunities for European 
business are most obvious — and the 
poorer South Asian nations, which are 
starting to awaken economically. Wilkin- 
son says the Union’s members should 
move quickly to make their mark in India, 
China and Vietnam, which are moving 
from closed economies towards more 
open, market-oriented ones. 

The Commission says it is ready to help 
European investors by pressing Asian gov- 
ernments “more forcefully and more sys- 
tematically” to discard discriminatory 
trade and investment laws and to provide 
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better protection for intellectual property. | N E W 


Ready or Not 


| Government faces critical by-election test 
and the United States, is less valid today | 


“Large parts of Asia are booming and 
market access is improving, but business 
there must be earned,” the Commission 
report warns. “The presumed dependence 
of Asia on Europe, whether for capital and 
know-how, or as a counterbalance to Japan 


than even five years ago. The reason for 


this is that Asia now has its own resources | 


of capital, management and technological 
capacity.” 


If European companies are “unable to | 


take their full share of the world’s main 
centre of growth in the next decade, this 
will affect their profits and competitive- 


ness, not only on Asian markets, but | 


worldwide,” the report adds. 


EU officials insist that despite the new | 


emphasis on trade and economic coopera- 
tion, development aid to Asia's poorer re- 
gions will be maintained. The Union spent 


US$32 billion on development projects in | 


Asia from 1976 to 1991, making it the sec- 
ond-largest donor after Japan. 

The new policy paper urges the EU to 
engage Asians in a "political dialogue" 
about issues such as nuclear non-prolifera- 
tion, regional security and human rights. 


| despite public outrage. 


| regrets. No turning back,” 


Asian states must be associated in the | 


"management of international affairs" and 
encouraged to play a more active role in 
multilateral peace-keeping efforts. 

It nevertheless recognises some under- 
lying cultural differences between East and 


| able New Zealander liked 


West. "The Union will not be able to take | 


for granted automatic acceptance of Euro- 
pean values and ways of doing things," 


the paper says. "Universal human rights | 


are recognised in Asia as in Europe, but 
the manner in which these are advocated 
and defended is crucial." 

German Chancellor Helmut Kohl's em- 


phasis on deal-making rather than human | 


rights during Chinese Premier Li Peng's 
visit to Bonn in early July is seen as evi- 


issue. Li may have been upset by the zeal 
of German human-rights activists who 
dogged his every step in Berlin and Ba- 
varia, but German officials insist the trip 
was a success. German companies set up 
China deals worth about US$3.2 billion 
during the visit. 

Smoothing over another trouble spot, 
the EU and Vietnam have agreed on the 
wording of an agreement on respect for 
human rights. This should clear the way 
for them to sign a "framework" accord on 
economic cooperation this year, the Euro- 


ZEALAND 





By Colin James in Wellington 
| n the depths of a New York winter in 





1991, visiting New Zealand Finance 

Minister Ruth Richardson took her 
early-morning jog in Central Park, notori- 
ous for harbouring muggers and rapists. 
Her treasury secretary, Graham Scott, gal- 
lantly trotted after her. 

Most New Zealanders would think the 
escort was hardly necessary. During her 
term as finance minister, 


An early general election might not sit 
well with New Zealand voters, however. 
In November, they voted to switch to a 
proportional voting system, scrapping the 
current first-past-the-post system. But the 
new system won't be in place until April- 
May 1995, and any earlier election would 
have to be held under the existing rules. 

Opposition Labour Party Leader Helen 
Clark, meanwhile, has vowed that if Na- 
tional loses the by-election, she'll try to 
form a caretaker govern- 





which ended abruptly 
eight months ago, Rich- 
ardson  unflinchingly 
slashed welfare benefits 
and other social services 


"Every minute counts. 
Make your decisions. No 


were words the unshake- 


to live by. 

Now, the 43-year-old 
Richardson has dragged 
her unwilling party into a 
fight to retain its one-seat 
parliamentary majority. 
On July 14, she suddenly 
announced her resignation from Parlia- 
ment, giving up the seat of Selwyn in 
Christchurch. With characteristic confi- 
dence, she declared that the August 13 by- 
election would give the ruling National 
Party "an excellent opportunity to re-estab- 
lish its mandate" on the back of strong eco- 


| nomic growth registered since November's 
dence of the EU's pragmatic stance on the | 


general election. 

Prime Minister Jim Bolger, who had 
dumped Richardson in a post-election cabi- 
net reshuffle, also predicted a by-election 
victory. "National will win and will con- 
tinue governing sensibly," he said. But 
other senior ministers privately say they 


| expect a tough fight. 


pean Commissioner for External Relations | 
and Security, Hans Van den Broek, said on 


July 23 in Hanoi. 

The Commission hopes to get member 
governments to approve the new Asia strat- 
egy later this year. But officials acknow- 
ledge that getting 12 countries with rival 
interests to adopt to a common approach 
will put European unity to the test. ы 
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The government must hold Selwyn to 
maintain its 50-49 majority in Parliament, 
where Labour (45 seats), New Zealand 
First (two seats) and the Alliance (two 
seats) have combined forces recently to try 
to block government measures, though 
without success. 

Bolger says that National could con- 
tinue to govern in the event of a loss, but 
other senior ministers, including the cur- 
rent finance minister, Bill Birch, complain 
the reduction of authority would be unac- 
ceptable. They and the party president, 
Lindsay Tisch, would press for a general 
election. 
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Richardson starts a fight. 


ment of opposition par- 
ties to run the country un- 
til the new voting system 
is ready. 

Clark is unlikely to get 
the chance. Ron Marks, 
the Labour candidate 
who nearly edged Rich- 
ardson last year, has re- 
fused to run again, citing 
political reasons. The can- 
didate Labour settled on, 
school principal Marian 
Hobbs, turned out to have 
a communist past. 

The Alliance — which 
groups five small parties 
— has meanwhile been 
gaining on Labour in national opinion polls 
with John Wright as candidate. If the Alli- 
ance splits the opposition vote, National's 
David Carter could win big. 

No New Zealand election would be 
complete without its joke candidates. The 
McGillicuddy Serious Party, which cam- 
paigns not to be elected on an ever-chang- 
ing platform of bizarre policies, held a skip- 
ping contest to select 25-year-old "philan- 
thropist" T. J. Owens as its candidate. The 
party's by-election promises include tear- 
ing down new buildings and replacing 
them with old ones. 

This time, one of the larger parties has 
also gone for the unusual. New Zealand 
First, which culled 8% of the vote in last 
year's election, nominated Invercargill 
Mayor Tim Shadbolt as its candidate. Shad- 
bolt, an ageing hippy who seldom appears 
in public without a big grin, is known for 
infuriating city councillors with his imprac- 
ticality. 

"I'm a professional politician," Shadbolt 
said, explaining why he agreed to run for 
parliament on a New Zealand First ticket, 
though he joined the party only upon his 
nomination and was ignorant of its poli- 
cies. "Like a bank manager or insurance 
agent, I am prepared to go to other towns 
if I can further my career." a 
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IMMIGRATION 


Traffic Problem 


Rising tide of Chinese illegal immigrants worries Japan 





By Jonathan Friedland in Tokyo 4 


he raid took place at 10 a.m., just as 

| business was winding down among 

the narrow byways of Tokyo's Tsu- 

kiji wholesale fish market. Fifty-nine peo- 

ple were caught without papers and mar- 

ched off by customs agents and the police. 

Twenty-seven never returned to their jobs. 
They were sent back to China. 

Whether this first-ever crackdown on 
undocumented workers at Tsukiji on June 
14 will cut the number of Chinese job-seek- 
ers sneaking into Japan is uncertain. But it 
highlighted Tokyo's fear that if some re- 
cent trends in the mostly one-way traffic of 
labour between the two neighbours go un- 
challenged, Japan is going to have 
a real problem on its hands. 

In 1989, 2,349 Chinese were 
caught attempting to enter Japan 
illegally by boat or plane. By last 
year, that number had jumped to 
5,227, an increase of 51% from 
1992. Immigration authorities 
readily acknowledge that many 
more make it into the country; 
they reckon that as of the end of 
1993, there were around 36,300 
Chinese nationals living illegally in 
Japan. 

Perhaps more significant than 
these numbers, though, are the cir- 
cumstances of the Chinese illegals’ 
voyage to the land of the high yen. 
“There is now clear evidence of the 
involvement of the Japanese 
yakuza and organised criminal syn- 
dicates in Taiwan, Hong Kong and 
China” in the traffic, says Tadao Oe, an 
information officer at the Tokyo Immigra- 
tion Office. 

Law-enforcement authorities, journa- 
lists and labour-union officials who follow 
this issue say that organised crime's inter- 
est in smuggling Chinese workers to Japan 
stems from the convergence of three 
trends. 

The first was a sharp reduction in visas 
granted to Chinese to study Japanese. Prior 
to 1989, this was the main avenue for Chi- 
nese coming to Japan in search of work. 
Scores of illegitimate language schools 
sprung up that collected cash up front from 
Chinese in exchange for the letter of gua- 
rantee they needed to get a visa. 

Many of the schools have since gone 
bankrupt, but most of the Chinese undocu- 
mented workers here are erstwhile stu- 
dents who arrived before 1989 and stayed, 
says Akira Hatade of the Call Network, a 
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labour-rights group. 

The second trend was the impact on the 
yakuza of the double-whammy of a 1992 
anti-gang law, which made it tougher for 
them to engage in traditional activities like 
drug-dealing, and the collapse of the "bub- 
ble" economy, which had given them plen- 
tiful opportunities for stockmarket and 
property-related extortion activities. 
"They've had to diversify their sources of 
income,” says a crime reporter at the con- 
servative weekly Shukan Bunshun who uses 
the pen name Ryu Miyajima. "And one 


way they have done so is by smuggling 


people into Japan." 
Finally, notes a senior Foreign Ministry 
official, conditions in China have made it 





Some Japanese support illegals. 


easier for Hong Kong and Taiwan triads to 
ply their trade in the trafficking of humans. 
“Central government control is loosening 
up and differences in living standards are 
increasing, so this is kind of a natural phe- 
nomenon,” the official says. 

Analysts say that syndicates involving 
Hong Kong, Taiwan and Japanese smug- 
glers are now mounting substantial opera- 
tions, often involving transit through third 
countries such as Burma and Thailand. “Il- 
legal entry used to be small-scale, using 
Taiwanese fishing boats," and was mainly 
through the Ishigaki islands near Okinawa, 
says Miyajima. "Now they can do 100-150 
per boatload, using freighters." 

Last March, authorities caught 89 Chi- 
nese being unloaded from an Indonesian 
cargo ship off Wakayama prefecture, near 
Osaka. In May, two boatloads, one with 
139 passengers and the other with 47 pas- 
sengers, were nabbed; the first in Fukuoka 
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on Kyushu, the second in Shimane prefec- 
ture, several hundred miles to the north- 
east. Boats have been intercepted as far 
afield as Hokkaido. 

It's not only boats that are being used. 
Immigration officials say the syndicates 
assist Chinese in obtaining forged pass- 
ports, often from Indonesia, Malaysia and 
Taiwan. In other cases, they help spirit 
Chinese travellers away from Japanese air- 
ports after they've obtained a one-day tran- 
sit pass. The pass is obtained by showing 
immigration authorities they were en route 
to a third country like Peru or the Domini- 
can Republic. 

No matter how they enter the country, 
says Oe of the Tokyo Immigration Office, 
it’s clear that the new wave of Chinese are 
different from their predecessors. “In the 
past, the people we interviewed usually 
had friends or relatives already here. They 
could find jobs and a place to live,” Oe 
explains. "Last year, that changed. Gather- 
ing places for casual labourers are full of 
young Chinese with no ties to anyone here, 
brought to Japan by brokers." 

Analysts say the economic logic 
of a risky voyage to Japan remains 
unassailable for many Chinese, de- 
spite a going rate of US$20,000- 
25,000 to make the trip. Most un- 
documented male workers here 
take jobs at small companies spe- 
cialising in trades such as printing 
or metalworking, at wholesale 
markets like Tsukiji, in the con- 
struction industry or in restaurant 
and hotel kitchens. Daily wages 
average Y7,000-8,000 (US$70-80). 

Women working as bar host- 
esses can make up to Y50,000 a 
night if they double as prostitutes. 
"Even with the cut paid to a bar, 
that's equal to five months' salary 
back in China for one night's 
work," says Miyajima. 

Authorities say they are seek- 
ing to combat the upsurge in arrivals from 
their biggest neighbour in two ways. The 
first is closer coordination among the po- 
lice, immigration authorities and the Mari- 
time Safety Agency, Japan's coast guard. 
In the past, these agencies haven't often 
shared information, much less worked to- 
gether. The second is to appeal to Chinese 
authorities to crack down on smuggling 
from Fujian province, where the majority 
of undocumented workers embark on their 
journey to Japan. 

Japanese officials say their Chinese 
counterparts have taken some steps, nota- 
bly raising the fine for deportees coming 
home to Rmb 30,000 (US$3,470) from Rmb 
3,000. But the real issue, they say, is achiev- 
ing working cooperation among police and 
immigration authorities in China, Hong 
Kong, Taiwan and Japan. So far, they add, 
little real movement has taken place on this 
front. и 
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WITH HEXAGON, SIMON'S COMPANY 


saved 240 MAN-HOURS 


AND 1,000 KILOWATTS. 


Simon’s trading firm, 
which employs 30 staff 
and specialises in kitchen 
and tableware, saved 240 man-hours in just one month by 
using Hexagon, the desktop banking system from 
HongkongBank. Through Hexagon, Simon and his staff 
were able to make payments, process incoming payments 
and handle DC applications electronically rather 
than manually. This increased their productivity, enabling 
savings in time as well as energy. 

More and more companies are benefiting from the 


convenience and efficiency of Hexagon. With Hexagon, 


™ Windows is a trade mark of Microsoft Corporation 





you can easily move 
funds, make deposits and 
payments all over the 
world in more than 40 currencies, track foreign exchange 
markets and receive the latest stock information- all 
at the touch of a button, 24 hours a day. Whether your 
PCs run Windows™ or DOS, Hexagon is compatible. 
And because it’s HongkongBank, you know it’s as 
secure as it is efficient. 

For information on how Hexagon 


can make your business more profitable, 





contact your HongkongBank branch. The Desktop Bank 


HongkongBank 


Member HSBC Group 
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Qiao Shi, Li Peng, Jiang Zemin and Deng Xiaoping: who's the next helmsman? 


CHINA 


Slippery Succession 


As Deng Xiaoping's health falters, speculation about a 
successor is intensifying. China-watchers predict a period of 
collective leadership, but after that the field is wide open. 





By Lincoln Kaye in Beijing 





The old man at centre stage 
is fading fast. Blind and im- 
mobile, he relies now on his 
own imagination and the 
reports of his familiar spir- 
its to picture the teeming, 
уе Буве that his leadership has 
brought into being. 

He thinks back on his achievements — 
how he rescued a bankrupt empire by 
pumping the economy full of unbacked pa- 
per money, how he mobilised work gangs 
to claw farms out of wasteland, how he 
conjured luxuries out of thin air for his fol- 
lowers. Then he calls in his overseer and 
bids him to "get throngs and throngs" of 
labourers to press ahead with economic 
construction. "Use ample pay, enticements 
or coercion," but development must go on. 
Only then “might I to the fleeting moment 
say, ‘Abide, thou art so fair!" 
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Whereupon he expires. All that remains 


before the final curtain is the question of 


what to make of his legacy: is he to be 
damned or gathered up into heaven? 

No, it's not the late Great Leader Kim Il 
Sung of North Korea. Nor, under any cir- 
cumstance, should the dying patriarch be 
confused with paramount 
leader Deng Xiaoping or 
any other elder of China's 
ruling gerontocracy, thea- 
tre director Lin Zhaohua 
wishes to stress. Still, the 
analogies were not lost on 
his audience of Beijing stu- 
dents, bureaucrats, for- 
eigners and intellectuals, 
for whom the mystery of 
what will happen in China 
after Deng is a familiar 
subject of discussion, at 
least in private. 

The very week of the 
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fifth anniversary of the 1989 Tiananmen 
massacre, audiences packed the auditorium 
of the Central Drama Academy for the en- 
tire run of Lin’s production of Goethe’s 
Faust. It wasn’t just the flashy staging that 
drew them — the cyclorama shadow-plays, 
the hot-rod jeep and radio-controlled mini- 
dirigible, the rock combo accompaniment 
— the play struck a deeper chord. 

Translator Li Jianming, who prepared 
Lin’s script, sees Faust as the consummate 
text for China in the go-go 1990s: “The am- 
bition, the acquisitiveness, 
the insatiable appetite, the 
gnawing compromises 
that have to be made.” 
Plus (although Li shies 
away from the subject) the 
sense of an endgame. As 
Deng prepares to join Kim 
in the communist pan- 
theon, Chinese public life 
takes on unstated but in- 
creasingly urgent Faustian 
subtexts: how to assess 
him and what comes next? 
The two questions are in- 
tertwined. 
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If Deng's posthumous stock remains 
high (which in turn depends on the sus- 
tainability of his “economic miracle"), then 
his anointed successors could enjoy a few 
years’ smooth sailing as a collective leader- 
ship. But if economic growth falters, the 
stage could be set for a power-grab by Po- 
litburo heavyweights outside the Deng- 
designated “core.” 

For any dark-horse candidate for para- 
mount leadership, the controversies of Chi- 
na's recent history could generate valuable 
political momentum. A key element in 
Deng's own rise to power was his ability to 
reverse earlier condemnation of the 1976 
demonstrations in Tiananmen Square. 
Deng used that reversal to help elbow aside 
Mao Zedong's designated successors. Such 
precedents pave the way for a possible re- 
assessment of official verdicts on the 1989 
democracy protests and the ensuing 
Tiananmen massacre. 

А drawn-out succession struggle at the 
centre could encourage regional satraps to 
stake out greater autonomy. Or else, to fore- 
stall any such divisive tendencies, mili 
and political hardliners could play the “na- 
tionalist card" to reassert central authority. 
Four broad scenarios, all with plenty of lati- 
tude for overlap or hybridisation, dominate 
most analysts' projections for the post- 
Deng succession: 
> a smooth transfer to a transitional col- 
lective leadership, 

V a resurgence of those within the elite 
who are currently out of power, 

> a devolution of power to the regions, or 
> a rallying around Beijing's banner of 
militant nationalism. 

“Why choose between these prospects?" 
a European embassy's political counsellor 
wonders. "We're just as likely to see all 
four phases in one sequence or another." 

In Xian's Drum Tower night-market, 
watermelon vendor Ma Zhenqiang takes a 
much more sanguine view of the leader- 
ship succession: "What's to worry about? 
It's all been decided. Power will pass to this 
guy, whatsisname — Hua Guofeng?” The 
hapless Hua, chosen as successor when the 
country stood a deathwatch for Mao, has 
languished in political obscurity for the last 
16 years. Confused as the melon-vendor 
may be, the analogy between Hua and 
Jiang Zemin, Deng's heir apparent, may be 
too close for comfort. 

Both of these uncharismatic men were 
plucked from relative obscurity in party 
ranks. Both lacked independent power 
bases of their own, especially in the mili- 
tary. Despite their plethora of lofty titles, 
neither Jiang nor Hua could go it alone as 
leaders. Both had to rely on a collective 
leadership comprising abler technocrats 
and better-connected politicians. Jiang's 
two main supporters so far could just as 
easily turn into his rivals: Premier Li Peng, 
tribune of China's baulky bureaucrats and 
conservative party elders, and economics 
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tsar Zhu Rongji, who may enjoy wider ca- 
chet abroad than at home. 

The political counsellor discounts this 
threat, though: "None of these three guys 
has the authority or the glamour for 'para- 
mount leadership.' And they're all so thor- 
oughly identified with the post-1989 mix of 
political repression and economic boom 
that they'd now have a hard time striking 
out on a new tack. They're likelier to form 
the nucleus of a collective leadership 
‘troika’.” 

Personal charisma counts for less now- 
adays than it used to, notes sociologist Lu 
Jianhua, 35, of the Chinese Academy of So- 
cial Sciences. “I doubt if one Chinese in 20 
could name you all the members of the 
Standing Committee,” he says. The current 
leadership generation lacks both the mythic 
stature and the combat-forged loyalty net- 
works of Deng and his cohort. 

A faceless leadership collective could 
thus emerge over the short term in this 


Zhao Ziyang: defiant dark horse? 


toned-down 1990s political culture. But 
whether it has the dynamism to galvanise 
China for the next phase of its develop- 
ment is another matter. If not, then the cur- 
rent triumvirate could prove as temporary 
as the one that followed Soviet dictator 
Josef Stalin’s 1953 demise. 

Just as Hua’s interregnum ushered in 
the era of Deng, or the U.S.S.R.’s Yuri An- 
dropov presaged the reign of Mikhail Gor- 
bachev, so might Jiang prove a transitional 
figure on the way to something more dura- 
ble. “At best,” the political counsellor sug- 
gests, “he might turn out to be a kind of 
Moses that leads China right up to, but not 
into, the ‘Promised Land’ of political and 
economic maturity and great-power sta- 
tus.” 

Jiang and his collective leadership part- 
ners might not even make it that far, 
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though, according to senior political science 
lecturer Ian Wilson of the Australian Na- 
tional University. “I give the collective lead- 
ership about a year,” Wilson says. “After 
that, anything could happen.” If crime and 
corruption spin further out of control and 
the promised “soft landing” of the 
economy proves bumpier than expected, 
then China could turn to some of the “also- 
rans” who are at the party’s top echelons 
but outside the current “troika.” 

Most prominent in this category could 
be parliamentary chairman Qiao Shi, 
whose intelligence background gives him 
access to the politically explosive party per- 
sonnel files. Another wild card is Hu Jin- 
tao, the 52-year-old “baby” of the Standing 
Committee. These two are said to be the 
main transmitters of Deng’s Delphic dicta 
these days in top party conclaves. 

Both men also have the advantage that 
— if history is reinterpreted as part of a 
new faction’s rise to power — they can dis- 
tance themselves from the 1989 Tiananmen 
massacre: Qiao abstained on the vote for 
martial law while Hu was safely away in 
Tibet at the time. But for any coalition of 
political exiles riding to power ona Tianan- 
men reappraisal, figurehead leadership by 
a prominent Tiananmen purge target could 
provide useful political cover. 

Who better for this role than ousted 
Party Secretary Zhao Ziyang himself? Such 
conjectures gain momentum from the re- 
cent leakage in the Hong Kong press of 
Zhao's defiant self-defence in post-Tianan- 
men party disciplinary proceedings. One 
rumour has Zhao meeting with ex-Presi- 
dent Yang Shangkun and Deng’s Politburo 
confidant Ding Guangen in suburban Bei- 
jing at the behest of the party secretariat. 

Richard Lake, president of United Tech- 
nologies’ international operations, China, 
finds the prospect of a Tiananmen reassess- 
ment far-fetched. "What's anybody going 
to gain by it?” he wonders. “What matters 
to people is money and fun, and this isn’t 
going to provide either of them.” 

Likelier than a resurgence of Zhaoist re- 
formers, Lake’s Chinese friends warn him, 
would be a hardline backlash in the event 
of a downturn in the economy and the dis- 
integration in public order that might ac- 
company it. Hardliners could gather mo- 
mentum in a hard-fought succession battle 
as factions sought to trump each other with 
the “nationalist card.” 

And if rhetoric alone didn’t suffice to 
rally public opinion, a truly desperate lead- 
ership could resort to international adven- 
turism in such disputed territories as the 
South China Sea or even Taiwan, the politi- 
cal counsellor warns. Granted, any such 
ploy would only destroy China’s hard-won 
post-Tiananmen international acceptance. 
“But when it comes to something as impor- 
tant as leadership succession, the rest of the 
world matters infinitely less than we might 
like to imagine,” he says. и 
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CHINA 


Waiting in the Wings 


All eyes are on the dark horses 


As the deathwatch over Deng 
Xiaoping drags on, here is a 
short-list of players worth 
watching in possible succes- 
sion scenarios: 





Yang Shangkun, 86 

The former president remains in better 
physical shape than any of his age cohort. 
Yang first entered the party in the early 
1930s as a propagandist, but soon switched 
to military duties. After an active field ca- 
reer, he shifted to administrative work in 
headquarters in the late 1940s. His alliance 
with Deng dates back to Long March days 
and continued through the stormy Sino- 
Soviet negotiations of the late 1950s. 

As long-serving head of the Central 
Committee's General Office through the 
mid-1960s, Yang endeared himself to elder 
leaders — and their offspring, the current 
“princelings” — by catering to logistical 
needs at Zhongnanhai, the "Chinese Krem- 
lin.” But it was only in the late 1970s, riding 
Deng's coat-tails after his Cultural Revolu- 
tion eclipse and rebirth, that Yang reached 
top party echelons, with a Central Commit- 
tee membership and plum posts in Guang- 
dong, where he still retains a power base. 

Yang was elevated to the Standing 


Soldiers of 
Fortune 


If to get rich is glorious in 
Deng Xiaoping's China, 
then in the last couple of 
years the People's Libera- 
tion Army (PLA) has cov- 
ered itself with glory. 
More than 7,000 military-run businesses 
now thrive in every field from hotels to 
pharmaceuticals. 

Marching to the beat of China's fre- 
netically acquisitive 1990s, will the PLA 
play the same stabilising role in the post- 
Deng succession that it has in previous 
transfers of power? After the man-made 
famines and Red Guard depredations of 
the 1960s, it was the PLA that restored 
some semblance of administration in 
China. In the post-Mao succession strug- 
gles of the late 1970s, it was the backing 
of Marshall Ye Jianing that gave Deng a 
decisive edge. Even in 1989, confronted 








Committee and secretary generalship of 
Central Military Commission (CMC) in 
1981. Named China's president in 1988, 
Yang became the last of the elders to for- 
mally retain high party and government 
posts. He was identified with "reformist" 
positions prior to 1989, but strongly en- 
dorsed the Tiananmen crackdown. 

Yang invested much political capital in 
promoting his younger half-brother, Yang 
Baibing, a political ideologue, to take over 
the CMC secretariat. The "Yang faction" 
packed the military regions, especially Bei- 
jing, with loyalists, sparking resentment in 
the People's Liberation Army (PLA). Widely 
seen as having overplayed his hand with a 
1992 bid to elevate Yang Baibing to the 
Standing Committee, Yang's faction was 
uprooted and Yang loyalists were retired 
or reassigned, though he still retains pock- 
ets of influence in the PLA. 


Zhu Rongji, 66 

A Qinghua University 
engineering graduate, 
Zhu capped a three-dec- 
ade career in the plan- 
ning bureaucracy with a 
rapid ascent through 
the Shanghai party lead- 
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with pro-democracy protesters, the mili- 
tary — for better or worse — remained 
loyal to central command. 

Can the same be expected of today's 
businessmen-soldiers? Or has the balance 
of power in military regions already 
shifted from the commissars and field 
commanders to the quartermaster corps? 
Have local garrisons become more be- 
holden to regional power brokers than to 
the centre, fuelling separatist tendencies? 

To forestall such dangers and break up 
incipient cliques, China periodically 
scrambles its regional command hierar- 
chies. The latest such shake-up has been 
under way since patriarch Deng Xiao- 
ping's 1992 purge of alleged challengers 
Yang Shangkun, the former president, 
and his half-brother, 
Central Military Com- 
mission (CMC) Secre- 
tary Yang Baibing. 

"That kind of shell 
game may work in a 
combat army," a dip- 
lomat suggests. "But I 
see no reason why it 


Yang Shangkun. 
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ership in the 1980s. Succeeding Jiang 
Zemin as mayor in 1988, he won respect 
from locals and foreign investors alike for 
his no-nonsense, activist style. 

Zhu managed the 1989 student demon- 
strations in Shanghai with finesse, leaving 
the city unscathed by bloodshed. After 
Tiananmen, he spoke out in favour of con- 
tinuing economic reforms. Zhu succeeded 
Jiang as Shanghai party secretary in 1989, 
then was called to Beijing in 1991 as vice- 
premier. Since 1992, he has served as exe- 
cutive vice-premier with overall responsi- 
bility for the economy. He was in effective 
charge of the cabinet during Li Peng’s 1993 
illness. 

As economics tsar, Zhu enjoys increased 
clout, but that places him at odds with 
vested interests who oppose his efforts to 
reinstill fiscal discipline and combat region- 
alism. Hampered as he is in implementing 
his agenda, Zhu will nevertheless be 
blamed if the attempt to slow the econo- 
my's torrid growth rate fails. At the same 
time, radical economic reformers doubt 
Zhu's depth of commitment to market eco- 
nomics, citing his planning background. 


Jiang Zemin, 68 

President, party general secretary and CMC 
chairman, Jiang combines more top titles 
than any leader since Mao. Born to an in- 
tellectual household, Jiang was adopted by 
a soldier-uncle who died a martyr while 
serving under current top military power 
broker Zhang Aiping. But Jiang's own 
résumé includes no military experience, a 
key weakness. 


prevents these corporate types from fo- 
cusing on local, rather than central, rela- 
tionship networks. After all, if some 
hotshot MBA gets head-hunted by firm A 
from firm B, does that make him any less 
predatory on behalf of his new employer? 
He just takes his client list with him." 
Still, according to Michael Swaine, co- 
director of the Asia-Pacific Policy Centre 
at the Rand Corporation, it's simplistic to 
expect businessmen-soldiers to make 
common cause with local civil officials to 
set up warlord fiefdoms. For one thing, 
no civil jurisdiction neatly matches a mili- 
tary region. Then, too, military enterprises 
mostly reap their rents on resources allo- 
cated not by the region but by the centre. 
Besides, says Swaine, military com- 
mand structures relegate commercial en- 
terprises to their logistics departments, 
which are in turn subordinate to both po- 
litical and combat commanders. Granted, 
the revenues of big military industries are 
used to pay for troop welfare and, fre- 
quently, kick-backs that are spread 
throughout the officer corps. But the main 
stakes for top brass remain the steadily 
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A Soviet-trained electrical engineer, 
Jiang served in a series of technical jobs in 
state enterprises and industrial ministries, 
working his way gradually up to Central 
Committee membership in 1982. Under the 
patronage of the late Li Xiannian, Jiang be- 
came mayor and later party secretary of 
Shanghai. 

Jiang is largely untainted by Tianan- 
men, although he was instrumental in the 
pre-massacre shutdown of the liberal 
Shanghai Economic Herald. Catapulted to 
party general secretary in 1989, Jiang pre- 
sided over the purge of his predecessor, 
Zhao Ziyang, and other “bourgeois liber- 
als.” Since the ouster of Yang Baibing, Jiang 
has tried to bolster his standing with the 
PLA by promoting key officers and visiting 
military installations. 

Dismissed by his detractors as a poetry- 
spouting, karaoke-crooning buffoon, Jiang 
nevertheless is finely tuned to the vicissi- 
tudes of palace politics. He is keen to up- 
grade his image with high-profile overseas 
trips and selective press interviews. Last 
year, he engineered the dismissal of PLA 
Daily chief editors for consigning the text 
of his CNN interview to the paper’s back 


page. 


Qiao Shi, 70 

He shares the same 
hometown in Zhejiang 
and original surname 
with Chiang Kai-shek; 
Qiao Shi is a pseu- 
donym. He married the 
niece of Kuomintang 





increasing government budgetary out- 
lays on equipment upgrading and mili- 
tary modernisation. 

These considerations, according to 
Swaine, have become all the more press- 
ing since the purge of the Yangs, whose 
strength had been in the political depart- 
ments of the military. In their place, Deng 
has shored up his anointed successor, 
Jiang Zemin, by relying on officers from 
crack combat units as well as modernis- 
ers from the military's “science and tech- 
nology” faction. These were the main 
beneficiaries of a couple of wholesale 
promotions of officers whereby Jiang, in 
his role as chairman of the Central Mili- 
tary Commission (CMC), sought to pack 
the top brass with his own loyalists. 

Two names on the latest promotion 
list particularly hint at Jiang’s succession 
anxieties: Yang Dezhong, effective head 
of the palace guard at the Zhongnanhai 
leadership compound, and commissar 
Wang Ruilin, Deng’s former personal 
secretary and now chief of the powerful 
“Deng Xiaoping Office.” 

Another player to watch, Swaine 
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elder Chen Bulei, which was an early blot 
on his career. Qiao entered the Shanghai 
underground in the 1930s, senior to Jiang 
Zemin. He is trusted by veterans and con- 
servatives in security, intelligence, legal 
and party-discipline organs. Patrons in- 
clude Chen Yun (through ties in the 
discipline commission), Peng Zhen (who 
picked Qiao for head of political and legal 
commission) and the late Hu Yaobang 
(Qiao’s boss during a stint in the party sec- 
retariat). 

His eclectic mix of patrons makes Qiao 
acceptable to both conservatives and re- 
formers. Although he has little direct mili- 
tary experience, Qiao’s intelligence back- 
ground gives him indirect influence in the 
People’s Armed Police. He is also gener- 
ally regarded in the PLA as more “martial” 
than Jiang, Li or Zhu. Qiao enjoys consi- 
derable leverage through his access to 
party personnel files. 

Since his 1992 transfer to chairmanship 
of the National People’s Congress (NPC), 
he has worked to improve the rubber- 
stamp image of his new power base, while 
at the same time suppressing overly radi- 
cal initiatives. Qiao’s British-educated son 
works for the BBC, while his American-edu- 
cated daughter was reportedly active in 
1989 protests at her Texas college. 


Li Peng, 66 

Yenan-bred orphan of an early communist 
martyr, Li is the adopted son of Zhou 
Enlai. He is a Moscow-trained hydraulic 
engineer with a power base among East 
Bloc university graduates, many of whom 


adds, is Defence Minister Chi Haotian, 
the consummate moderniser. If Chi takes 
over the post of CMC secretary, vacant 
since Yang’s 1992 fall, it will indicate 
President Jiang’s confidence in the com- 
pletion of Zhang Zhen’s consolidating 
mission. The other frequently mentioned 
contender for the post is Deng office chief 
Wang Ruilin. Naming him, however, 
would bespeak a weak leadership clutch- 
ing for support from beyond the grave. 

The weaker it is seen to be, the more 
the regime is going to need military sup- 
port, notes a Beijing-based military atta- 
che. “Military establishments everywhere 
tend to be conservative, so they'll be in- 
clined to back whoever's in power. But 
the support could cost dear." 

To justify that cost, and to provide a 
rallying point for the regime's appeals to 
unity and patriotism, Swaine does not 
rule out an upturn in China's military 
adventurism. One "hot button" could be 
Beijing's claims to the Spratly Islands in 
the South China Sea, disputed by 
Vietnam and other countries. 

m Lincoln Kaye 
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hold key posts throughout the bureau- 
cracy. Li enjoys the strong backing of con- 
servative party elders. 

Named premier in 1988, the uncharis- 
matic Li is the figure most conspicuously 
identified with the 1989 massacre. Lacklus- 
tre and hypercautious as an economic 
manager, he has been forced to cede most 
economic portfolios to Zhu Rongji. A 1993 
heart attack seemed to have sidelined Li 
from politics, but he has rebounded with a 
couple of high-profile overseas trips. 

His eldest son, Li Xiaopeng, 34, enjoys 
vice-ministerial rank as deputy general 
manager of the state-owned China Power 
Corp. Li's wife, Zhu Lin, heads the Beijing 
office of the Daya Bay power project. His 
family stands to reap influence from im- 
plementation of the controversial Three 
Gorges hydroelectric dam project. 


Hu Jintao, 52 

Hu is a Qinghua Uni- 
versity waterworks en- 
gineering graduate. He 
was "discovered" by 
conservative elder Song 
Ping during a 1978-84 
stint as a cadre in the 
Gansu provincial party secretariat, and was 
promoted to secretary of Gansu's Commu- 
nist Youth League (CYL) in 1980. Hu was 
sent by Song to Central Cadres' School in 
Beijing, where he was spotted by Hu 
Yaobang and then-organisational depart- 
ment chief Qiao Shi. 

Hu Jintao's rapid promotions included 
first secretary of the national CYL (1984), 
Guizhou party secretary (1985-88) and Ti- 
bet party secretary (1988-92). These post- 
ings kept him out of harm's way, quietly 
accumulating political capital during the 
ousters of Hu Yaobang and Zhao Ziyang. 
Reportedly popular in Guizhou, Hu ran 
Tibet largely in absentia due to (political?) 
illness, thereby evading blame for the 
1989 crackdown. His main cachet is his 
youth. 
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Zou Jiahua, 68 
A Moscow-educated en- 
gineer, Zou's industrial 
career differs from that 
of Li Peng and Jiang 
ў Zemin in that it was 
Ё mainly concentrated in 
T the defence industry. 
This, plus his “adoption” and upbringing 
by the New Fourth Army after the 1944 
martyrdom of his father, a revolutionary 
journalist, give Zou closer links to the 
military than any other civilian member of 
the successor generation. He joined the 
Central Committee in 1982 and became 
director of the Planning Commission in 
1989. Named vice-premier in 1991 at the 
same time as Zhu Rongji, he has so far 
pursued a lower-profile (and lower-risk) 
cabinet career. m Lincoln Kaye 
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CHINA 


Conflicts of Interest 


Can non-government groups challenge rule by diktat? 


From pre-dawn roadside 
tango clubs to charismatic 
underground churches, 
Chinese are on the lookout 
these days for something to 
join. In a nation of once-in- 
terchangeable Mao-jacketed comrades, 
now you can make a fashion statement 
proclaiming yourself a member of any- 
thing from the leather set to the pin-striped 
up-and-comers. 

The frantic search for affiliation be- 
speaks a populace increasingly dissatisfied 
with the greed-is-good ethos of Deng Xiao- 
ping's 15-year reign, according to Gou 
Qinghui, a professor at China's only gov- 
ernment-backed Protestant theological 
seminary. Hence the resurgence of all sorts 
of religions, from the officially sanctioned 
patriotic churches to the most superstitious 
of underground sects. 

At the same time, family and local loy- 
alties, or even fads and hobbies, now take 
on extra importance. The ultimate hobby 
for young self-made millionaires, accord- 
ing to the June issue of the Hong Kong 
monthly Contemporary, is to pursue politi- 
cal office. One entrepreneur bought votes 
at Rmb 1,000 (US$115) apiece to make him- 
self head of a city assembly, the magazine 
claims. 

Western academics tout such phenom- 
ena as harbingers of "civil society," the pro- 
liferation of non-governmental associations 
that will one day form the lineaments of a 
pluralistic polity. Such predictions got an- 
other airing lately in the debate in the 
United States on de-linking China's most- 
favoured-nation trading status from hu- 
man-rights concerns. Prosperity in itself 
fosters civil society, the argument ran. So 
whatever is good for business promotes 
pluralism in the long run. 

But a closer look suggests there's noth- 
ing especially civil about some of the unof- 
ficial associations cropping up in boom- 
time China. Charismatic Qi Gong cults, se- 
cret societies and organised crime gangs 
abound. A large number of such groups 
could render China ungovernable for any 
successor regime and uncongenial to the 
rest of the world. 

Independent pollster Yuan Yue of Hori- 
zon Market Research has just completed a 
survey of Beijing’s swelling army of beg- 
gars. He found that nearly a third of them 
are already members of rich and highly 
organised mendicant cartels. Next, Yuan 
plans to survey the migrant labourers who 
are blamed for much urban lawlessness. 
His preliminary research suggests that the 





migrants' squatter camps are riddled with 
“mutual protection societies" beyond the 
reach of municipal officialdom. 

Nor are such phenomena confined to 
the cities. Wang Zhenyao, 40-year-old head 
of the "grassroots political rights" section 
of the Ministry of Civil Affairs, reports that 
a key problem in instituting village elec- 
tions is how to keep them from becoming 
an arena for resurgent village clan feuds. 

When local leadership was dictated 
from the top, the party could balance the 
ticket to make sure that such interest 
groups as women or competing clans got 
some representation. Now, the spread of 
village democracy could give unchecked 
rein to the tyranny of the majority. 

Not that old-style strongman tyranny is 





ё 


— 
Morning tango class: a stop on the road to pluralism. 


a thing of the past, either. Last year all of 
China watched mesmerised as strongman 
Yu Zuomin of the model village of 
Daqiuzhuang used his militia to keep hun- 
dreds of police at bay for days to cover up 
the murder of a migrant labourer by an ad 
hoc village tribunal. Yu is no isolated case, 
according to sociologist Lu Jianhua of the 
Chinese Academy of Social Sciences. 

"That's the Kind of story you can ex- 
pect,” says a U.S.-based Chinese dissident, 
"as long as the regime insists on dealing 
with interest groups on a patron-client ba- 
sis only. Look at the models they choose: 
city-states, Singapore. One-party rule suits 
a mayoralty, not a nation of 12 billion. 
They're trying to run China like a small 
urban political ward." 
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Running China more like a Gatt-wor- 
thy world power instead will require a con- 
certed effort to supplant administrative 
diktat with codified laws and regulations. 
New statutes now cover everything from 
labour to corporate law and intellectual 
property. Some of the statutes, such as the 
freshly passed National Security Law, 
merely provide legal cover for ever more 
high-handed crackdowns on dissent. But 
others offer more relief for ordinary citi- 
zens. Under the 1990 Administrative Pro- 
cedure Law, according to the official Xin- 
hua news agency, more than 70,000 law- 
suits have been brought against the gov- 
ernment, with 37% of the cases found in 
favour of the plaintiffs. 

In other areas of civil society, the legis- 
lative progress is slow and fitful, as attested 
by long-stalled legislation in such key ar- 
eas as securities markets and the press. One 
constraint may be a shortage of competent 
legal draughtsmen. 

More important are the headaches of 
reaching consensus within the party. Even 
in the pliant National People's Congress 


(NPC), floor fights grow livelier and victory 
margins thinner — not necessarily bad por- 
tents for pluralism, notes Lu. 

Ever since the seminal 14th Party Con- 
gress of 1992, former intelligence chief Qiao 
Shi has presided over the increasingly frac- 
tious talk shop that is the NPC. Whether 
cast in that role by choice or by relegation, 
he's turned it into a credible power base 
through skilful stewardship. “Оп the one 
hand, he can depict himself as the cham- 
pion of openness, transparency and rule of 
law," says a Western embassy's political 
counsellor. “Yet at the same time, through 
his intelligence connection, he's got access 
to the whole, vast hidden side of the re- 
gime. That gives him enormous leverage 
in a succession scenario." 
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But in the long run, the best hope for 
China's civil society may not lie in top- 


down imposition of rule of law, but rather | 


in grassroots empowerment, according to 
the Civil Affairs Ministry's Wang. The self- 


described democracy campaigner, in а | 
take-off on Mao Zedong’s guerilla strategy, | 


advocates “using the countryside to sur- 
round the cities.” 


Village elections, when they are free and | 


fair, sometimes produce results that could 
make urban cadres blanch. Non-party can- 
didates, even write-ins, often win elections. 
Unlike appointed rural administrations, 
elected village councils feel accountable to 
the populace. This makes for an unprec- 


edented degree of transparency: council | 


minutes, public accounts, even personal fi- 


nances of the councillors all get posted on | 


chalk boards. In some villages the local 
party cells, aping the elected councils, have 


taken to posting their deliberations on | 


chalk boards of their own. 

Wang aims within a decade's time to 
extend this election culture from the vil- 
lages up to the county level across China. 
" After that," he says, "the process becomes 
irreversible." Paradoxically, Wang admits 


he runs into greatest resistance in prosper- | 


ous coastal enclaves, where one would ex- 
pect a highly developed civil society. 

This disparity may offer a clue to why 
Wang's staunchest backers come from the 
party's conservative wing. Party elder Peng 
Zhen, a rule-of-law advocate but hardly a 
fan of bourgeois liberalisation, defends vil- 
lage elections as an expression of what Mao 
called the "mass line" in politics. 

A Sinologist from the former Eastern 
Bloc compares communist fortunes in 
China and his own country: "We needed 
an interlude of turmoil and a season in the 
wilderness before a populist backlash 
could bring ex-communists back to power. 
Here they've learned from our experience. 


They're making sure that their own con- | 


stituencies get the franchise first. That's 
why political reform, like economic reform, 
starts from the village in China." 

Still, analysts wonder whether such a 
limited and gradual extension of the fran- 
chise can prove enough to tide the party 
through its leadership succession with a 
convincing mandate. Pollster Yuan says 
that "public opinion plays marginally 
more of a role than ever before in policy- 
making, but it's still far from decisive. The 


space available to us is still extremely lim- | 


ited." 

A lot of what passes for polling by gov- 
ernment research bodies amounts to no 
more than after-the-fact justification for 
pre-determined decisions. "Only with ac- 
curate, unbiased feedback can the regime 
gauge the ongoing effects of its actions and 
adjust them accordingly. Otherwise . . ." he 
pantomimes picking up his cup and care- 
fully pouring his tea right into his eye. 


m Lincoln Kaye | 
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By S. Kamaluddin in Dhaka 


| n recent weeks, one Western diplomat 





meeting another in Dhaka would jok- 

ingly ask: "How's Taslima lately?" 
Feminist-author Taslima Nasreen, facing 
fundamentalist death threats for allegedly 
defaming the Koran, was widely ru- 
moured to be hiding in the home of a Eu- 
ropean or American diplomat. 

The joke has been overtaken by events. 
On July 19, German Foreign Minister Klaus 
| Kinkel, whose country currently holds the 
rotating presidency of the European Un- 
ion, offered Nasreen asylum in Germany 
or “any other country of the European 
Union which she wants to visit.” 

The fugitive author is believed to have 
accepted with alacrity. Some sources say 
Nasreen was spir- 
ited out of a West- 
ern embassy in a car 
flying the flag of an- 
other mission and 
quietly driven ac- 
ross the Indian bor- 
der to Calcutta. She 
was then flown to a 
European capital, 
| these sources say. 

In addition to 
the death threats, 
Nasreen faced a 
government-in- 
| spired arrest war- 
rant, issued under 
| an obscure colonial- 
era law against ac- 
tions that offend re- 
ligious sentiment. 
Police at exit points 
had been keeping an eye out for her. Her 
“escape” implied that the authorities 
looked the other way. 

Bangladesh has no specific law against 
blasphemy, but it has many self-appointed 
guardians of the faith. These were bound 
| to be offended by Nasreen’s advocacy of 
| sexual freedom and her attacks on male 
dominance. When the fatwas calling for her 
head were issued in early June, however, 
| the government initially refused to be 
| drawn into the controversy. But it soon 

caved in to the increasing fundamentalist 
| pressure and ordered Nasreen's arrest. 
The move was clearly meant to appease 
| the extremists. Then on June 8 the police 
| arrested three editors of the Bengali daily 
Janakantha for publishing an article that al- 
legedly offended the religious feelings of 
Muslims. 
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Nasreen: facts are not the issue. 


Goodbye to All That 


Feminist author Taslima Nasreen flees to Europe 


Awami League chief Hasina Wajed, 
leader of the opposition in Parliament, ini- 
tially accused the government of using the 
Nasreen issue to obscure the opposition's 
main political demand: elections under a 
caretaker government. Opposition parties 
have boycotted parliament for five months 
in pursuit of this goal. Later, Wajed said 
religion and politics should not be mixed. 

The fundamentalists, meanwhile, act as 
if all those who are not with them are 
against them. Thirteen Islamist groups 
have formed an alliance and plan a "long 
march" from all over the country to Dhaka 
on July 29. The rally will demand that 
Nasreen be punished and press for an anti- 
blasphemy law. They are not unopposed. 
More than a week before the planned fun- 
damentalist rally, a large group of writers, 
teachers and social 
workers campaign- 
ed in Dhaka against 
such a law. They 
fear it could be 
used for political 
and social vendet- 
tas, as is happening 
in Pakistan. 

But even among 
the more secular 
elements of Bangla- 
deshi society, sup- 
port for Nasreen's 
cause is divided. In 
fact, says a Bangla- 
deshi writer of 
avowedly secularist 
views, "Nasreen 
has gone too far. 
Any religion is 
based on blind faith 
and religious issues are capable of inspir- 
ing extreme emotions. So why hurt such 
sentiments?" 

Some other writers say it's simplistic to 
see the Nasreen controversy as a clear-cut 
battle between fundamentalist and secular 
forces. They believe such simplification 
might strengthen the zealots. Besides, they 
charge, by deliberately provoking the fun- 
damentalists, Nasreen may have endan- 
gered achievements in other areas, includ- 
ing the rights of women. 

In a newspaper article, Salahuddin 
Khan Chowdhury, a member of parlia- 
ment from the rightist National Democratic 
Party, said: "Championing freedom of 
speech at the expense of our faith can only 
provide a fillip to extremist trends. The ex- 
perience of Iran and Algeria are only too 
vivid in recent memory." п 
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TRAVELLERS' TALES 





SPACE TO LET: During a funeral, one 
mourner leans towards another. “This cof- 
fin looks just like the one we buried Uncle 
Fernandez in three weeks ago." He peers 
suspiciously at the casket. "It is Uncle 
Fernandez’s coffin! There’s the stain where 
I spilt my drink, I mean, the stain caused 
by my uncontrollable weeping.” 

Scenes similar to this are happening 
regularly in the Philippines, thanks to a 
new trend known as "rent-a-coffin," I hear 
from Cliff Williams of Kuala Lumpur. 

You can do it in parts of Makati, and in 
towns south of Cebu. It enables poor peo- 
ple to get their relatives a top-of-the-range 
casket, with rosewood construction, wal- 
nut inlay, brass handles and so on. They 
then stick the deceased in the ground with- 
out it, and rush the swanky coffin back to 
the shop. 

After all, coffins only rot underground, 
Ben Malayang III of the Department of 
Environment and Natural Resources told 
the Manila Chronicle. 

In theory, a single coffin could be used 
for all the funerals of a whole town, al- 
though back-to-back scheduling could 
prove insensitive. 

Priest: Ashes to ashes, dust to . . . 

Mortician: Okay, time's up. Get him 
outta the box. Next please. 

Incidentally, business reporters last 
week got an announcement that Tabo, a 
cremation equipment firm with a branch 
in China, has just merged with Inex, a com- 
pany which makes filtration and air purifi- 
cation gear. 

One cannot help but wonder why. What 
are they going to do with their clients, once 
they have cremated them, filtered them 
and purified them? Rebuild them? 


CHAIRMAN OF THE BORED: Are you a 
boring person? Does your lifestyle bore 
you to tears? Then buy a "Boring Pie," the 
snack especially designed for people like 
us! Keith Jordan of Singapore found this 
rice biscuit on TransAsia, a Taiwanese do- 
mestic airline. 


GGG га 


Getting out of 


i boring pie. 


boring dime. 


DON’T CALL US: Staff at the Musashino 
Bank in Tokyo decided that they would 
exploit their fluency in English to gain 
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business from tourists. So they handed out 
leaflets in a nearby hotel saying: “We 
wonder the section chief who speak Eng- 
lish got you to give you how to enjoying in 
Toyko.” 

Visitor Ed Peters commented: “So now 
we know.” 


BONDSMAN: According to an ad in the 
South China Morning Post, the Hong Kong 
branch of Nomura, the Japanese finance 
house, is seeking a sales trainee who pos- 
sesses a fresh graduate. I don’t know what 
goes on in Japan, but slavery and all that 
stuff was outlawed years ago in Hong 
Kong. 





The successful candidate should 
possess the following:- 


* Fresh Graduate from local or overseas university. 
* Major in Business/Economics/Finance/Accounting (pr 





PUT OUT TO GRASS: Headline in the 
International Herald Tribune recently: 
"Wanted: Home for World Cup Sod." 
Amazing how quickly Diego Maradona 
went from hero to zero, isn't it? 


ORIGINAL AND BEST: Isn't it odd how 
people working in completely different lo- 
cations can have exactly the same idea? 

Everett Metzler was in eastern Shaanxi 
province, China, recently when he came 
across a collection of made-in-China elec- 
trical goods, including radios, cassette- 
players, calculators and shavers. The brand 
names displayed on the goods included 
SANYD, Natienal, TOSNIBA, Philhips and 
SONV. 


Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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These seem remarkably similar to the 
Japanese and European brand names 
SANYO, National, TOSHIBA, Philips and 
SONY. 

It must be true what they say about 
great minds. 





SICK JOKE: Smart restaurateurs in Sri 
Lanka have apparently combined the name 
of their restaurant with their wishes for the 
swift recovery of diners. This was spotted 
by Timothy Ryan and Tuan Shabreen 
Bongso of the Asian-American Free Labour 
Institute on the Negombo Road just out- 
side Colombo. I wonder if these caterers 
can do some sort of deal with the Mee Sik 
Restaurant of Hong Kong? 


PIERCE DE RESISTANCE: Tina 
Faulk saw this political correctness 
blurb in the Sydney Morning Her- 
ald's job ads: "Applications are in- 
vited from persons regardless of 
sex, sexuality, marital status, preg- 
nancy, ethnic background or phy- 
sical impalement." 

Yes, even people who have been flung 
onto spikes can find jobs in fair-minded 
Australia. 


THE HOLE TRUTH: Publisher Rob Fer- 
guson of Ringier found this cobbler in 
Hong Kong. 

I just hope the Kowloon-based shoe 
maker doesn't expect to make much 
money selling waders or galoshes. E 
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A private view from one of Asia's greatest hotels, 
overlooking Lumpini park at the heart of one of Asia's greatest cities. 
The Dusit Thani — Bangkok 


—a luxurious haven of warm, gracious hospitality. Very Dusit. 
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The Dusit Thani 


For Reservations : Call Dusit Express Tel. (662) 238-4790-4 Fax. (662) 238-4797 
In Hong Kong Tel. (852) 548-1110 Fax. (852) 546-4175 In Singapore Tel. (65) 732-6433 Fax. (65) 732-8579 
DUSIT HOTELS & RESORTS 
Bangkok • Phuket * Pattaya * Chiang Rai • Cha-Am/Hua Hin • Koh Samui * Krabi * Jomtien * Dallas, U.S.A. è Balikpapan, Indonesia 
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6 It it gives 
up the claim 
to be China, 

then it has 
to be an 
independent 
Taiwan. 
There is 
no middle 
ground 3 





Lien Chan: unity above all. 
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An About-Turn by Taiwan 





But concession on sovereignty is unlikely to do much good 


ith the release of a new White Paper on 
W relations between Taiwan and China, the 

Kuomintang (KMT) government is obvi- 
ously making a bid for international approval. It is 
unlikely to succeed. In the July 5 paper, Taiwan 
effectively acknowledged that it had lost the global 
contest with the mainland for recognition as the 
legitimate government of all China. Although Tai- 
wan will still call itself the Republic of China, the 
paper stated that it ^would no longer compete with 
Beijing for the 'right to represent China' in the inter- 
national arena." 

In many ways, of course, this “concession” is 
but an acknowledgement of reality. Beijing, not 
Taipei, occupies the China seat in the United Na- 
tions, and while China enjoys diplomatic relations 
with more than 130 countries, fewer than 30 recog- 
nise Taiwan. Nevertheless, Taiwan is taking a big 
risk, if only because it is unilaterally giving up its 
claim without any assurance that Beijing will make 
any concessions to Taiwan to allow the island 
greater freedom to participate in international ac- 
tivities. Nor is there any assurance that Taiwan, by 
making this move, will become more acceptable 
internationally. 

The White Paper argues that, far from there be- 
ing "two Chinas," there are simply "two political 
entities" within one China. That being the case, it 
suggests, neither government should claim to be 
sovereign, since each has jurisdiction over only a 
part of China. Taiwanese Premier Lien Chan elabo- 
rated on this point when he delivered a keynote 
address at a conference of the cabinet-level Main- 
land Affairs Committee, which approved the White 
Paper. In the interests of national unification, the 
premier said, neither side should press for overall 
sovereignty. 

This position is surprisingly unrealistic, given 
that Taiwan can in no way prevent Beijing from 
continuing to claim sovereignty over all of China. 
Taiwan's position, moreover, logically 
implies that there is no such thing at 
present as a sovereign China, a posi- 
tion that nationalists on both sides of 
the Taiwan Strait will surely oppose. 

In the past, Taiwan contested Bei- 
jing’s claim to represent China by 
putting itself forward as the legitimate 
government of China. By renouncing 
its claim to represent China today, Tai- 
wan is leaving the field open to Bei- 
jing's claims, without opposition, to 
represent China in the international 
arena. Indeed, because Beijing has not 
set aside the dispute over sovereignty 
and is unlikely to do so in the near 
future, Taiwan's unilateral action will 
be interpreted as meaning that Taipei 
no longer challenges Beijing's claims to 
sovereignty over all of China. 

Still, the White Paper continues to 
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maintain that "there is only one China," with Tai- 
wan and the mainland both being part of China. 
"Prior to unification," it says, "these two parts of 
China should have the right to participate alongside 
each other in the international community." It says 
the two legal entities should coexist in the interna- 
tional arena. 

The mainland, by contrast, proclaims itself sov- 
ereign, a claim recognised by the UN and the vast 
majority of the world's countries. By describing it- 
self as a non-sovereign "entity," Taiwan is not likely 
to win many new supporters. Indeed, not least of 
Taiwan's problems is that international law only 
recognises sovereign states. It does not recognise 
non-sovereign "entities" or "areas" that claim the 
right to function in the international arena along- 
side sovereign states and to be treated as equals by 
them. 

Still, there exist many precedents whereby both 
governments of divided countries were and are 
recognised by the international community as 
sovereign. Such is the case today with North and 
South Korea, and such was the case in the past with 
East Germany and West Germany, both of which 
were also members of the UN. As Germany proved, 
this kind of dual international recognition of sepa- 
rateness is no bar to eventual reunification. 


T here is also a precedent for a sovereign state 


to have more than one seat in the UN, as was 

the case with the former Soviet Union, which 
had three seats in the General Assembly. The prob- 
lem for the KMT is that China insists that a seat for 
Taiwan in the UN would violate the principle of 
one China. 

But there are other problems unique to Taiwan 
as well. Take size. Unlike other cases of divided 
countries — Germany, Korea, Vietnam — the gov- 
ernments on Taiwan and the mainland are not more 
or less evenly balanced in terms of geography and 
population. Even though Taiwan has more people 
than most member countries of the UN, its 21 mil- 
lion population pales into insignificance when com- 
pared with China's 1.2 billion people. 

Perhaps more to the point, Beijing simply is un- 
willing to tolerate the recognition of Taipei as a 
separate and equal government. If the KMT control- 
led half of mainland China, rather than just an off- 
shore island, the situation might be different. But 
because Beijing has so much clout, most countries 
will go along with it. And a spokesman for China's 
State Council reiterated the official position: There 
is only one China and Taiwan is a part of China. 
The sovereignty and the integrity of the territory of 
China must not be divided. 

In short, Taiwan's White Paper is not likely to 
do it much good because Taiwan has not yet de- 
cided what it wants to be. It has to make up its 
mind. If it gives up the claim to be China, then it 
has to be an independent Taiwan. There is no mid- 
dle ground. п 


AUGUST 4, 1994 


FarEasternEconomic 





FOCUS 





` THAILAND 
TRADE & INVESIMENT 











Thai factory workers: the trick is to keep growth within reasonable bounds. 


32 Steady as She Goes 
34 The Boom Continues 
40 Changes Spur Action 
41 Upmarket Imperative 








AUGUST 4, 1994 FAR EASTERN ECONOMIC REVIEW 31 


н TRADE & INVESTMENT 














32 


Steady as She Goes 


Political infighting fails to spoil economic progress 


espite prolonged uncertainty 
D about the Thai coalition govern- 
ment's stability, the country con- 

tinues to notch up an impressive eco- 
nomic performance. Growth remains 
healthy and the previously sluggish in- 
flow of foreign capital is turning around. 
Yet there are constant bouts of jitters 
among foreign and domestic investors 
over Thai politicians' typical propensity 
to keep everyone guessing for selfish rea- 
sons, at the expense of national progress. 
This gives the local media an excuse to 
fuel a perceived mood of continuing po- 
litical crisis, often not backed by reality. 
Prime Minister Chuan Leekpai is por- 
trayed as beleaguered by a fractious five- 
party ruling coalition and op- 


By Rodney Tasker in Bangkok 


centralising government before the Sep- 
tember 1992 general election. So a move- 
ment to implement elections for cur- 
rently appointed governors nationwide, 
or at least in major urban areas outside 
Bangkok, was an embarrassment for the 
Democrats. 

Chuan and several of his coalition col- 
leagues said the issue could not be im- 
plemented fast, as it would entail a re- 
organisation of the powerful Interior 
Ministry's position. Decentralisation 
should be taken step by step, he said. 

This angered pro-democracy pressure 
groups, such as the Confederation for 
Democracy, student groups and academ- 
ics. Opposition parties who joined the 


first agreed to put these to the new par- 
liamentary session in May, but the oppo- 
sition then wanted only eight of them to 
be tabled first. The government side 
agreed. 

In a fresh turnaround, opposition par- 
ties decided that all 25 reforms should be 
debated, leaving the government with 
the eight amendments. And on the eve 
of the opening of parliament, the opposi- 
tion made a dramatic switch to propos- 
ing a new draft of the amendments, cal- 
culated to appeal to the appointed Sen- 
ate. 

The eight original charter changes in- 
cluded proposals to: reduce the Senate 
from 270 to 120 members; lower the vot- 
ing age from 20 to 18; increase 





position parties, as well as by 
democratic pressure groups 
predicting his imminent de- 
mise. But after 21 months in 
office, the veteran politician 
seems confident that his gov- 
ernment will push through, 
despite widespread taunts 
that it is a do-nothing admin- 
istration. 

Chuan was in a buoyant 
mood when he presented the 
fiscal 1995 budget to parlia- 
ment in early July. He said the 
country's economic growth 
was forecast to rise in 1994 to 
8-8.2%, compared with last 
year's 7.9%. 

Chuan did not mention it, 
but foreign cash flows into the 
country, including investment funds, are 
now starting an upward trend after a 
fairly stagnant year in 1993 and a slow 
first quarter of 1994. Chuan also said that 
the investment allocation of the Baht 715 
billion budget would be an unprec- 
edented Baht 254.8 billion, divided into 
Baht 151.1 billion for economic develop- 
ment and Baht 78 billion for social devel- 
opment. This, he said, was in line with 
his government's priority of redistribut- 
ing wealth to narrow the gap between 
the urban rich and rural poor. 

The prime minister's political travails, 
however, continued to capture almost 
daily headlines. At the beginning of the 
year, the issue was the election of pro- 
vincial governors. Chuan's core Demo- 
crat party had campaigned partly on de- 
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bandwagon also gained support from an 
unusual source: former Bangkok Gover- 
nor Chamlong Srimuang, founder of coa- 
lition party Palang Dharma. 

The Democrats were attacked for al- 
legedly reneging on their democratic 
promises. The people's wide expecta- 
tions of the new government followed 
the eruption of street violence in May 
1992, which had resulted in the demise 
of then-Premier Suchinda Kraprayoon, a 
military strongman. 

The political focus then changed to 
the Constitution. As promised by the 
government before the general election, 
a special House of Representatives com- 
mittee drew up a list of 25 proposed 
amendments to the charter in March- 
April. Government and opposition at 
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the number of MPs in the 
Lower House from 360 to one 
MP for every 150,000 voters; 
and to set up an administra- 
tive court to handle disputes 
between state officials and the 
private sector. 

But opposition MPs joined 
by Senators won the day with 
the draft to revamp a previ- 
ous constitution, which in- 
cludes a proposal to increase 
Senate membership. It was a 
defeat for the government 
coalition, which had all its 
eight amendments voted 
down. Although it was a gov- 
ernment defeat, the opposi- 
tion also drew widespread 
criticism for its blatant tactic 
of trying to bring the government down 
with the aid of a Senate stocked with 
serving and retired military officers, as 
well as senior civil servants. 

A joint Lower House-Senate commit- 
tee was then formed to scrutinise the 
constitutional draft. A majority of mem- 
bers are opposition MPs and Senators. It 
is not expected to complete its delibera- 
tions until October at the earliest. 

While pro-democracy groups chang- 
ed their tack to expressing concern that 
this unexpected move could result in an 
even less democratic constitution, further 
trouble came for the government from 
an unusual quarter. Former MP Chalard 
Vorachart began a hunger strike outside 
parliament towards the end of May de- 
manding, among other things, a totally 
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new, democratic constitution. ECONOMY 
The Boom Continues 


Chalard had been something of a 
hero before the May 1992 uprising 
against Suchinda and military leaders in 
general, when at least 50 pro-democracy 
demonstrators were killed by troops in 
Bangkok streets. He had started a hun- 
ger strike then, calling for Suchinda to 
stand down as prime minister, and was 
later joined by Chamlong, sparking the 
popular mass demonstrations. 

Chalard's action became only a limit- 
ed hunger strike when he agreed to in- 
jections of glucose and saline solutions. 
And as the weeks went by, fewer sup- 
porters kept vigil outside his cage. It be- 
came apparent that he was trying to find 
a face-saving way out of his sidelined 
situation. 

Political interest switched to Cham- 
long and his Palang Dharma party. De- 
spite his maverick moves differing from 
government coalition consensus, in April 
he offered to join the government as one 
of the five deputy prime ministers. 
Chamlong, who is effective if not official 
party leader, had turned down a cabinet 
portfolio when the coalition was formed 
in September 1992. 

So Chuan would not be able to refuse 
Chamlong if he chose to change his 
mind. However, Chamlong attached 
conditions to his joining the government. 
Chief of these was that he should have a 
free hand to tackle Bangkok's horren- 
dous traffic situation, which he intended 
to do by setting up a public company 
and cancelling mass-transit projects 
which had not been given final approval. 

If he had been granted his wish, he 
would have gained immense political 
support from weary Bangkok dwellers if 
he had succeeded, and possibly praise 
even if he tried and failed. The wily 
Chuan, perhaps realising this as well as 
not accepting members of his govern- 
ment on preconditions, turned Cham- 
long down. 

Opposition parties are clearly plan- 
ning to exploit the rifts within Palang 
Dharma to make it withdraw from the 
coalition. As the five government parties 
only have a parliamentary majority of 27 
MPs, with their total of 193 compared 
with the opposition's 166, this would 
lead either to an opposition party being 
brought into the coalition or Chuan be- 
ing forced to dissolve parliament. 

Democrat sources say that Chuan 
wants to hold his coalition together at 
least until final passage of the budget in 
October. But Thai politics are among the 
world's most unpredictable, and politi- 
cal commentators are not ruling out for- 
mation of a new coalition, or dissolution 
of parliament and fresh elections by 
year's end. п 


By Gordon Fairclough апа 
Adam Schwarz in Bangkok 


hen foreign investors started 

pulling their money out of the 

Thai stockmarket in January, 
gloomy prognosticators worried that 
Thailand's growth rate would fall short 
of its 8% target for 1994. But with the 
year half gone, the pundits have realised 
that the bourse, flashy as it is at times, is 
a poor proxy for the broader economy. 
The main concern now is trying to hold 
growth to not much more than 8%. 

You don't have to look far to see the 
signs of growth. The Bangkok skyline is 
dotted with hundreds of construction 
cranes and the streets below are clogged 
with new Mercedes and Toyotas. “I’m 
optimistic for this year and I think that 
next year the economy will probably 
grow at 8% again," said Preecha Cha- 


Strength in Numbers 


Economic forecast for 
Thailand, 1993-95 


as % of GDP 
'| Balance of payments (Baht billion) 


rungkij-anan, vice-president for research 
and planning at Siam Commercial Bank. 

Economic statistics are robust almost 
across the board. Exports and loan 
growth are booming, the current-account 
deficit is narrowing, and international 
reserves are at a record high of US$27.5 
billion, enough for six to seven months 
of imports. Admittedly, there is no short- 
age of troubles on Thailand's economic 
horizon; but for the near term, the sailing 
looks pretty smooth. 

Exports were up 23.3% in the first five 
months of the year compared with the 
same period in 1993, and considerably 
above a targeted growth rate of 14.6%. 
The boom is being fuelled by the faster- 
than-expected pace of world economic 
recovery and rising prices for rice and 
other key agricultural commodities. 

Imports have been growing also, 
though at a much slower rate. Imports 
were up 12.8% in the first five months of 
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the year, compared with the same pe- 
riod the year before. The result has been 
a marked reduction in Thailand's trade 
deficit, which shrank to Baht 97.9 billion 
(US$3.9 billion) at the end of May. 

The persistent deficit in the current 
account, which includes trade in goods 
and services, stood at Baht 73.4 billion at 
the end of May, or roughly 5% of GDP. 
Analysts' estimates of where the deficit 
will end up for the year are in the range 
of Baht 160-180 billion. A lot will depend 
on whether world oil prices continue 
their upward climb. Crude oil and petro- 
leum products accounted for 8% of Thai- 
land's total import bill in 1993. 

The current-account figures provide 
the statistical evidence of an obvious 
difficulty: the costs of Thailand's eco- 
nomic expansion are 
more than Thai peo- 
ple can afford on their 
own. The size of the 
deficit measures the 
gap between domestic 
savings and the in- 
vestment required to 
sustain the economy’s 
rapid growth. 

So far, this gap has 
been filled faithfully 
by foreign money, 
which comes into 
Thailand in the form 
of direct investments 
in factories and businesses, deposits in 
baht-denominated bank accounts and in- 
vestment in the stock exchange. In the 
fourth quarter of last year, this flow 
turned into a flood, as investors moved 
to take advantage of the spread between 
Thai and international interest rates and 
the attractive returns offered by Thai 
equities. 

A large capital outflow, however, 
went hand-in-hand with the precipitous, 
first-quarter drop in share prices on the 
Stock Exchange of Thailand. And since 
then, the method of financing the cur- 
rent-account deficit has changed. From 
January through May, most of the for- 
eign funds coming into the country were 
in the form of overseas borrowing by 
Thai commercial banks. 

Over that period, Thailand experi- 
enced a net capital inflow of Baht 163.8 
billion. Commercial bank borrowings 
from abroad brought in Baht 174. bil- 
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Changes Spur Action 


By Adam Schwarz in Bangkok 


glance at the most recent income 
A of Thailand's major 

banks would hardly suggest that 
change is afoot, at least as far as high 
finance is concerned. The average spread 
between lending and deposit rates re- 
mains robust at just under 4%; profits 
are rolling in, and, with the economy 
tipped to grow again this year by more 
than 8%, the near-term future looks 
pretty rosy. 

But that glance would be misleading. 
While it is true that Thai banks have 
played a key role in the country's eco- 
nomic transformation over the past quar- 
ter-century, the world in which they 
grew so large has all but disappeared. 

"The good old days of borrowing low 
and lending high are over," says Thierry 
Valsemey, country manager for Credit 
Lyonnais. “There is a banking revolution 
going on here similar to what has al- 
ready happened in Europe and the 
United States. The margins at the local 
banks are still pretty fat but they will 
shrink, definitely." 

New competition is arising from 
every corner. A vibrant stockmarket and 
a burgeoning bond market have pro- 
vided Thai corporations with a host of 
fund-raising alternatives to bank borrow- 
ing. Mutual funds, by broadening the 
choices available to Thai savers, have 
succeeded in attracting huge sums that 
otherwise would have landed in bank 
deposits. In just over two years, equity 
and fixed-income funds under manage- 
ment have risen more than 20-fold to 
over Baht 200 billion (US$7. billion). 

In their bread-and-butter business of 
lending, Thai banks are finding that the 
protective cocoon in which they have 
long been sheltered is showing signs of 
wear and tear. 

The main avenue for foreign banks 
wishing to expand their coverage of the 
Thai market is the Bangkok International 
Banking Facility (Bibf). Set up in March 
1993, Bibf has dramatically increased the 
flow of offshore funding into the Thai 
economy. 

There were a number of reasons 
which led the authorities to open the 
door to offshore banking, but perhaps 
first among them was the need to expose 
Thailand's flagship banks to the cold 
breeze of competition. "We need to pro- 
mote more competition in the banking 
sector," admits Pisit Leeahtam, director 


of the Governor's Office at the Bank of 
Thailand. “We want banks to become 
more alert to new technologies and inno- 
vation. That's why we want more for- 
eign banks active here." 

А second reason is the government's 
desire to turn Bangkok into a financial 
centre for the countries of Indochina. "It's 
not feasible to project that Bangkok will 
replace Singapore as a money market or 
foreign-exchange centre for all of South- 
east Asia," notes banking consultant Ken 
White. "But there is no reason why Bang- 
kok can't be an important sub-regional 
centre for Indochina." 

With this goal in mind, the govern- 
ment set out to match the tax and other 
incentives that banks are receiving else- 
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considerably short of what a full bank 
branch can do. In addition, Thai banks 
have been able to open their own Bibf 
“windows,” which has enabled them to 
generate revenues from a new source of 
business even while their traditional busi- 
nesses have come under threat. 

At present, there are 14 foreign banks 
licensed to operate a full-service branch 
in Thailand; the last licence was handed 
out in 1988. These banks, along with the 
biggest of the Thai banks, traditionally 
have dominated the business of offshore 
lending to Thai companies. 

The arrival of Bibf banks has changed 
all that. In March last year, the govern- 
ment gave Bibf licences to 47 banks, in- 
cluding all 15 Thai commercial banks, 12 
of the 14 foreign branches, and 20 for- 
eign banks which previously operated in 
Thailand only through representative of- 
fices. (Earlier this year, the government 
handed out two more Bibf license to Sin- 
gaporean banks.) 

АП enjoy significant tax breaks on 
lending which goes through the Bibf 
window. The princi- 
pal incentives are a 
drop in the corporate 
income tax rate to 
1096 from 30%, and a 
flat 10% withholding 
tax on foreign-cur- 
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where in the region. Apart from the tra- 
ditional money centres such as Singapore 
and Hong Kong, offshore banking hubs 
are emerging in Malaysia, Sydney, Tai- 
wan and even Shanghai. 

A third reason for Bibf is that the gov- 
ernment was finding it increasingly diffi- 
cult to justify maintaining its strict barri- 
ers to entry. As a signatory to the re- 
cently concluded Uruguay Round of 
Gatt trade talks, Thailand is committed 
to liberalising access to its market, in- 
cluding previously protected areas like 
banking. 

Thailand is not, however, prepared to 
dump its banks into the deep end of 
competition without a few swimming 
lessons beforehand. 

The activities permitted Bibf banks fall 
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loans, the Bibf banks 
are exempt from 
withholding tax. 

In the first year af- 
ter being established, 
some Baht 280 billion 
in loans was booked 
through Bibf win- 
dows, giving the new 
facility an 8% share of 
total loans outstanding. Thai commercial 
banks accounted for almost three fifths 
of the Bibf activity. 

Of the Baht 280 billion in Bibf loans, 
however, only about 3?6 qualified as out- 
out transactions. And of those, most did 
not go to borrowers in Indochina, as en- 
visioned by the Thai authorities. Instead, 
they were more likely to have gone to 
borrowers in Hong Kong, Britain or the 
Cayman Islands. 

“All banks are having problems iden- 
tifying good private clients in Indo- 
china," concedes Credit Lyonnais' Val- 
semey. But as an American banker based 
in Bangkok noted: "As business in Indo- 
china picks up, and short-term that 
means mostly Vietnam, the out-out busi- 
ness within the Bibf should pick up 
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g sharply as well.” 

But if the out-out business has made 
a slow start, the opposite is true of the 
out-in business. While Bibf loans still 
make up only a small percentage of Thai 
banks’ total portfolios, these loans are 
among their fastest-growing areas, and it 
is easy to see why. 

The Bibf has permitted Thai banks to 
enjoy considerable tax savings, especially 
the smaller institutions which hadn't al- 
ready established offshore branches. 
Moreover, the Bibf tax scheme gives Thai 
banks an important advantage over their 
foreign rivals: when Thai banks bring in 
funds through their offshore branches, 
this is considered a domestic fund-rais- 
ing exercise by the revenue department. 
Unlike foreign banks, the Thai banks are 
not required to pay any withholding tax 
on this transaction. 

For the foreign banks already operat- 
ing in Thailand, the Bibf has brought 
only limited benefits. "For us, Bibf is 
mostly just a matter of re-booking loans," 
says Yuvapol Chayanupatkul, vice-presi- 
dent and country treasurer for Bank of 
America. "We moved some of our old 
loans into the Bibf window and got the 
tax advantages. But Bibf doesn't allow 
us to do anything we can't do through 
our branch." 

One clear advantage the foreign 
branches get from Bibf, however, is the 
removal of lending restrictions to indi- 
vidual borrowers. Normally, banks can- 
not lend more than 25% of capital to any 
one customer; no such limits apply to 
Bibf loans. 

The Japanese branches have been the 
most aggressive of the existing foreign 
banks in building up their Bibf business. 
In the first 12 months after Bibf licences 
were granted, the Sakura Bank and the 
Bank of Tokyo booked Baht 35.6 billion 
in Bibf loans, more than the combined 
volume of Bibf loans booked by the other 
10 foreign banks with Bibf licenses. 

The institutions which stand to gain 
the most from the Bibf are probably the 
20 newcomer foreign banks. Bibf gives 
them a presence in Thailand and a plat- 
form from which to keep an eye on In- 
dochina. 

But if Bibf is a major step up from a 
representative office, it remains a far cry 
from a full bank branch. In theory, Bibf 
entitles the newcomers to engage in four 
kinds of business: out-out foreign-cur- 
rency lending; out-in foreign-currency 
lending; banking products such as trade 
letters of credit and foreign-exchange 
dealing; and investment banking services 
such as private banking and financial 
advisory work. The lucrative baht lend- 
ing market is off-limits to the Bibf banks, 
as is the taking of baht deposits. 


In practice, only the out-in business 
has yet to take off. The out-out business 
is hampered by a shortage of quality cus- 
tomers in the intended Indochina region. 
The other activities open to Bibf licences 
are taxed at the full corporate rate of 30%. 
Consequently, many banks continue to 
offer these services from other regional 
centres such as Singapore, where they 
are taxed at a lower rate. 

Tax is not the only problem, however. 
The Bibf units are also precluded from 
handling most transactions which are de- 
nominated in baht. Bibf banks cannot do 
foreign-exchange transactions involving 
baht, and nor can they issue letters of 
credit if the underlying goods are to be 
exported from, or imported into, Thai- 
land. 

“All the fee businesses are denied to 
us,” complained Valsemey. “The Bank of 
Thailand wants to force us to rely on 
lending activities, at least for the time 
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being. Their idea is that they need to give 
local banks some time to adjust to a more 
competitive banking system.” 

In fact, Thai banks are likely to feel 
the winds of competition on their home 
turf sooner than expected. The govern- 
ment had earlier stated that it was pre- 
pared to let five Bibf banks upgrade into 
full-fledged commercial banks by 1997 
in order to comply with the market- 
access provisions of the Gatt treaty. 

Bank of Thailand Governor Vijit 
Supinit, however, said in June that the 
government intends to accelerate this 
schedule. Five new banking licences for 
foreign institutions are now expected be- 
fore the end of 1995, a prospect which 
has set off some artful jockeying among 
the 20 Bibf banks. " 
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TRADE 


Upmarket 
Imperative 


By Gordon Fairclough in Bangkok 
of the capital is operating seven 


A: a week, churning out alu- 


minium tubes and aerosol cans for cus- 
tomers around the globe. Demand has 
been so great that the company is install- 
ing another assembly line just to keep 
up. “The way it looks, this should be an 
exceptional year,” says Alucon's chair- 
man, Hartmut Schneider. 

Indeed, it seems likely to be an excep- 
tional year for Thailand's export indus- 
tries in general. The country's exports 
were up 23.3% in the first five months of 
the year, compared to the same period a 
year earlier. And most analysts now be- 
lieve that overseas sales of Thai goods 
this year will soar past the Baht 1 trillion 
(US$39.9 billion) mark for the first time 
in history. 

Why the sudden surge? A lot of it has 
to do with the faster-than-expected pace 
of world economic recovery, which has 
fuelled export demand. Industrialised 
countries’ economies are expected to 
grow by about 2.4% in 1994, up from 
1.2% in 1993. And the growth rate in the 
United States, Thailand's most important 
trading partner, is estimated at 3.9% this 
year, up from 3% the year before. 

Rising prices for agricultural com- 
modities have also brightened the trade 
picture for Thailand, the world's biggest 
rice exporter and second-largest sugar 
exporter. In the first four months of the 
year, the world price for No. 2 rice was 
up 36.2% from the same period a year 
earlier. Sugar prices rose 20%. 

The effect has been a marked reduc- 
tion in Thailand's trade deficit, as export 
growth has far outstripped increases in 
imports. At the end of May, the trade 
deficit stood at Baht 97.9 billion. (The 
current-account deficit likewise shrank to 
Baht 73.4 billion, and capital inflows 
were large enough to keep the overall 
balance of payments in surplus by Baht 
43 billion.) 

Even economists have had trouble 
raising their expectations fast enough to 
keep pace with Thailand's export boom. 
Towards the end of last year, the Bank of 
Thailand was estimating that exports 
would grow just 11.5% in 1993 and 14.6% 
in 1994. But increases in exports of 16.3% 
in last year's third quarter and 18.8% in 
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the fourth quarter pushed 1993 export 
growth up to 13.1%. And given the pace 
established from January to May this 
year, 1994's results are likely to be well 
ahead of the initial predictions as well. 

Many of Thailand's traditional ex- 
ports — textiles, rice, jewellery and 
processed foods — remain key to the 
country's success in international trade. 
But, more and more, manufactured 
goods requiring higher-technology and 
more capital-intensive means of produc- 
tion are gaining prominence. 

Textiles, for example, remain Thai- 
land's top export, earning Baht 47 billion 
in the first five months of 1994, 3.7% 
more than during the same period a year 
earlier but well below the double-digit 
growth rates posted just a few years ago. 
In contrast, computers and computer 
parts, the country's second-biggest ex- 
port in terms of value, earned Baht 31.5 


' billion during the same period, an in- 


crease of 31.3%. From January to May, 
plastic products exports grew 58.2% (to 
Baht 16.7 billion) compared to the same 
five months last year. Also experiencing 
rapid growth were integrated circuits 
(21.3%) and electrical appliances (35.7%). 

Overall, industrial goods exports 
amounted to Baht 347.7 billion in the first 
five months of 1994, or about 81% of to- 
tal exports. Agricultural and fisheries ex- 
ports added up to Baht 73.5 billion, or 
about 17% of the total. 

Nonetheless, the recovery in the agri- 
cultural sector has played an important 
role in bolstering export growth this 
year. A serious drought, which reduced 
crop yields, and weak world prices for 
agricultural commodities contributed to 
a 10.5% decrease in farm exports in 1993. 
In the first five months of 1994, however, 
agricultural exports were up about 
10.1%. 

This growth spurt has been partly 
fuelled by the higher prices prevailing in 
the world rice market since bad weather 
severely damaged crops in Northeast 
Asia last autumn. Japan’s decision to al- 
low limited rice imports has also pro- 
vided a potentially important new mar- 
ket for Thai growers. Thailand has ex- 
ported about 700,000 tons of rice to Ja- 
pan since the end of last year. 

Thailand sold Baht 17.5 billion worth 
of rice to its trading partners in the first 
five months of 1994, up about 45% over 
the same period in 1993. The increase 
was enough to make rice Thailand’s 
third biggest export, behind textiles and 
computers and parts. 

Another important factor in Thai- 
land’s current export boom is the diver- 
sity of the country’s export markets. In 
1993, the U.S. bought about 21.7% of Thai 
exports. About 17.2% went to Japan, 
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16.8% to the countries of the European 
Union and 15.6% to other countries in 
Asean. Smaller, though still significant 
shares go to Hong Kong and Taiwan. 

From January to May, exports to the 
US. grew 11.8% compared with the first 
five months of 1993. During the same 
period, exports to Japan grew 36.1% and 
to the European Union (EU), 396. By con- 
trast, exports to Asean countries grew 
61.276, a trend that, if it continues, could 
mean that Asean will supplant the EU as 
Thailand's third largest export market 
this year. The driving force behind the 
surge in exports to Asean is a sharp in- 
crease in sales of computer components 
to Singapore. 

This diversity of markets should also 
help to insulate Thailand from the de- 
preciation of the U.S. dollar compared to 
other major world currencies. The dol- 
lar's slide has caused the baht — which 
is pegged to a basket of currencies heav- 
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ily weighted to the dollar — to appreci- 
ate against the dollar and depreciate 
against the yen and other currencies in 
Asia and Europe. 

Most economists and government 
planners do not foresee many ill effects 
from the baht's rise against the dollar. 
Analysts say that the rapid rate of eco- 
nomic growth in the U.S. is more than 
enough to offset the rising price of Thai 
goods for American consumers. And 
they say that the baht's depreciation 
against the yen could help sales of Thai 
poultry and shrimp. 

This would be an important boost for 
the Thai poultry industry, whose exports 
have withered in the face of competition 
from China and Brazil, falling about 14% 
in 1993. Japanese consumers buy nearly 
all of Thailand's frozen poultry exports. 

Thai exports of fresh, frozen and 
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chilled shrimp, more than half of which | 
are sold to Japan, also stand to benefit. 
Exports of these products from January 
through May were up 25.1% over the 
same five months in 1993. This expan- 
sion comes on top of nearly 20% growth 
in shrimp exports in 1993. 

The Thai Government announced 
with some pride in July that Thailand 
had become the world’s 22nd leading 
exporter, accounting for 1% of world ex- 
ports. As the country’s role in world 
trade expands, so does its interest in ex- 
panding world trade. Thai government 
planners are, for the most part, eagerly 
anticipating the effects of the recent Gatt 
agreement. 

The results of the Uruguay Round on 
agriculture, however, fell short of Thai 
expectations. “The results are less than 
what we expected, but we hope that the 
momentum that has been established can 
be carried on,” says Karun Kittisataporn, 
deputy permanent secretary of the Min- 
istry of Commerce. 

Nonetheless, trade officials expect the 
Gatt agreement to result in higher world 
prices for commodities, especially rice 
and sugar. The volume of exports could 
also rise, especially to opening rice mar- 
kets in Japan and South Korea. 

Thai negotiators rank the agreement 
to bring textiles into the Gatt framework 
within 10 years as one of their major ac- 
complishments. Although trade officials 
acknowledge that Thai textile manufac- 
turers will have to improve to compete 
successfully in a quota-free environment, 
they say they expect Thailand’s share of 
world textile trade to grow. 

“We will have to move up to the 
higher end of the market,” says Karun. 
And that means going head-to-head with 
producers in Hong Kong, South Korea 
and Taiwan. This is, indeed, the crux of 
the challenge facing all Thai industries, 
not just textiles. As rapidly rising wages 
erode Thailand’s cost advantage as a 
base for labour-intensive manufacturing, 
the country will have to move to higher 
value-added and higher technology in- 
dustries if it is to keep expanding its role 
in world trade. 

Economists and government planners 
fret that if Thai wages keep increasing 
faster than workers’ skills and produc- 
tivity, labour-intensive manufacturing 
will increasingly relocate to Indochina, 
China and Indonesia, where wages are 
lower. And industries that need higher 
numbers of educated and skilled work- 
ers will not be able to find them in Thai- 
land. The Chuan administration says 
improving the education system and 
widening its reach is one of its top pri- 
orities. But critics say the government is 
still not doing enough. a 
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Parts 2 and 3 of this Special Report written by 
Nury Vittachi in the August 11 & September 15 issues 


Based on a survey of 3,000 respondents, these reports will provide invaluable insights 
into the lifestyles and attitudes of the affluent residents of ten Asian countries. 


The survey reveals: 
* What are the most popular status symbols in Asia today? 
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* Which type of holidays do Asians prefer to take? 


* Plus dozens of other insights into the views of affluent Asians. 
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Spiritual Escapes 


Temples remain key means of advance for Thailand's rural poor 


By Gordon Fairclough 


one of Ukrit Pimpkrai's older 
N brothers and sisters studied beyond 

primary school. And he had no rea- 
son to believe he would, either. When Ukrit 
finished the sixth grade, he expected to 
shed his school uniform, put away his 
books and rejoin his family in the fields. 
That's the way life goes in Ubon Ratcha- 
thani in northeast Thailand. 

But at 13, Ukrit turned his back on the 
farm, donning saffron robes and taking the 
vows of a novice monk. Seven years later, 
instead of planting rice, Ukrit is preparing 
to start college, the walls of his tiny monk's 
cell papered with vocabulary lists and 
chemistry formulas. "If I hadn't been 
ordained, I wouldn't have been able to stay 
in school," Ukrit says. "My family couldn't 
afford it." 

Ukrit is one of 85,000 young men living 


аа 


as novice monks in temples across Thai- 
land. Like him, most come from poor farm 
families and have turned to the monaster- 
ies for a chance at a better life. Under the 
law, the government provides free educa- 
tion for all Thai children for six years. Be- 
yond that, parents must pick up the tab. 

But in rural Thailand, few families can 
afford the high costs of tuition, books and 
uniforms at public secondary schools. For 
their sons, temple schools provide the only 
opportunity for an advanced education. 
But doors remain closed to their daught- 
ers since women cannot enter the monk- 
hood. 

Novice monks pay no tuition. They are 
housed, clothed and fed for free. But the 
chance to study comes at a price: Novices 
must obey 10 rules of monastic discipline. 
They must remain celibate. They may not 
eat after mid-day, nor sleep on a bed. They 
must shave their heads and eyebrows, 
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wear robes and participate in the monks' 
daily routine of chanting, meditation and 
ceremony. Even listening to music and 
watching television, favourite pastimes of 
teenagers everywhere, are prohibited. 

These restrictions can be chafing. "In the 
beginning, it was hard to follow the rules," 
says Kriang-Krai Pornhomphitak, who was 
ordained at 12. Seven years later, he says 
he's grown used to them. Still, ^you can't 
do as you please," Kriang- Krai says. 
"Regular teenagers get to have fun, but we 
always have to be restrained." 

Religious leaders worry that some men 
become monks only to complete their edu- 
cation at no cost. Driven by monetary 
rather than spiritual reasons, they have lit- 
tle intention of adhering to the strict mo- 
nastic code of conduct. "Some people don't 
become monks for religious reasons," says 
Chamroen Sekthira, head of the Religious 
Affairs Department. “They do it for their 
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own reasons, and that makes discipline a 
little loose." Some say it even threatens the 
sanctity of the institution. 


The school system puts other stresses | 


on the Thai monastic order, too, distracting 
monks from their religious duties. “The 
monkhood has become the channel of edu- 
cation for the less privileged people in 
Thailand," says Bhikku T. A. Payutto, one 
of Thailand's foremost monk scholars. 
"This is the way Thai society throws away 
the burden and the troubles of society onto 
the temple." 

For hundreds of years, Buddhist tem- 
ples were the most important seats of 
Scholarship in the kingdom. Virtually all 
teaching and learning took place within the 


monasteries' confines before the establish- | 


ment of government-run schools in the late 
19th century. 

These days, however, many abbots 
complain that their educational duties 


overwhelm them. And, they say, the gov- | 


ernment does not contribute enough sup- 
port. ^The Education Ministry helps the 
temple with less than 20% of its total 
spending on educating and sheltering 
these young monks," says Phra Khru 
Suwan Vachirutham, an abbot from Sup- 
hanburi. 

The government's Religious Affairs De- 
partment says it is asking for a bigger edu- 
cation budget. In the meantime, temple 
schools remain overpopulated and under- 
funded. More than 500 monks and novices 
crowd into the ramshackle buildings of 
Ukrit's school. And temple-school students 


must make do without laboratory equip- | 


ment and other supplies that their counter- 
parts in public schools take for granted. 

A monastic education is no guarantee 
of success in the working world, either. 
Two colleges have been set up especially 
for Thai monks — but the Civil Service 
Commission refuses to recognise the bach- 
elor's degrees they grant as qualification 
for a government job. 


The temple-school experience prompts | 


some novices to dedicate their lives to the 
monkhood. For them, the novitiate pro- 
vides the religious education and training 
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essential for a life in the clergy. But the | 


majority choose to leave the order once 
they graduate from high school. 


PUBLISHING 


Pushing the Limits 


Malaysian men's magazine skates on thin ice 





By Michael Vatikiotis 


ow do you end a relationship? 
bd Should you have sex on your first 
date? Have you ever dreamed of 
being shaved by a buxom blonde model? 
Young Malaysian men who ponder ques- 
tions like these can now find answers in 
Men's Review, a decidedly different home- 
grown magazine. 
Unleashed last October, it’s a surpris- 
ingly cheeky entry onto Malaysia’s con- 





| servative publishing scene. Men's Review 


wrestles with issues that other Malaysian 
publishers find too hot to handle. Its recent 
cover lines scream, “Guys, size really does 
matter,” “Sex on your first date,” and 
“How to dump your 
woman.” Says founder 
and publisher Faridah 
Stephens, “we are test- 
ing new ground.” 

The culture-con- 
scious government is 
leery of trends it per- 
ceives as Western or 
permissive. But, to Ste- 
phens' relief, Men's Re- 
view has failed to raise 
an official eyebrow. It is 
prompting new readers 
to look twice, though. 

^When I first read 


wes TO 
DUMP 


YOUR WOMAN 
PUNKS & 
YAKUZAS 


SEX ON YOUR 


FIRST DATE 


ESTRADA 
ALL-ACTION HERO 


FICTION 
BY KIT LEEE 

they must be deliber- 
ately pushing the boun- 
daries to see how far 
they could go," says 


Peter Kiernan, an 
American architect working in Kuala 
Lumpur. 


A recent interview with local writer 
Rehman Rashid is a case in point: The arti- 
cle ends abruptly in a four-letter expletive 
uttered by the interviewer, prominent 


| Malay poet Salleh Ben Junid. In December, 


The monks' goal for these young men, | 


dies, is to "turn them into good resources 
for the religion and society," says T. A. 
Payutto. 


Compelling evidence of the monks' suc- | 
cess is embodied in Chuan Leekpai. The | 
son of a fish vendor in the southern prov- | 
ince of Trang spent six years living in a | 


Bangkok temple when he was a law stu- 
dent. Now he's the Prime Minister. ы 


Gordon Fairclough is a Review correspondent 
based in Bangkok. 
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the magazine ran a feature spotlighting 


and for laymen permitted to reside at the | Kuala Lumpur's night-life under the bold 


monasteries while they pursue their stu- | 


sub-heading "Booze, bars and babes." A 
recent issue includes a scorecard that rates 
different groups of Asian women. Says 
staff writer Bernice Chauly: "We seem to 
be able to get away with it." 

Still, Men's Review's editorial staff insist 
they don't linger over saucy language, or 
dwell exclusively on the fantasies of ado- 
lescent men. The magazine's target reader- 
ship — male Malaysian yuppies — have 
interests beyond mere after-hours pursuits. 
Like their Western counterparts, Malaysian 
baby boomers are hungry for serious stuff, 
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too: career and fashion information, celeb- 
rity interviews and current affairs. 

Publisher Stephens was a former writer 
for the popular Singapore-based monthly 
women's magazine, Her World. Although 
it was popular among middle-class house- 
wives, Stephens suggested ways to en- 
hance it. Her ideas fell on deaf ears and 
she left when she realised management 
had no interest in upsetting the status quo. 
Now that she's in control of her own new 
venture, she's putting those ideas to work. 
And she tapped Cambridge-educated law- 
yer-turned-writer Karim Raslan as Меп 
Review editor to help her. 

Although its content may seem radical 
for a Malaysian audience, it takes its cues 
from Western counter- 
parts. Notes Karim: 
“We are writing for a 
younger set — many of 
whom are used to 
reading magazines 
from abroad.” 

Still, Karim and 
Faridah are firmly 
committed to maintain- 
ing a distinctly Malay- 
sian flavour in their 
pages. Men’s Review 
could even be consid- 
ered a sounding board 
for local celebs. “Cul- 
ture isn’t what you 
wear, it’s how you feel 
inside,” pop singer 
| Zainal Abidin said in 
an interview in the 
December issue. “Even 
though you wear jeans, inside you are still 
a Malaysian.” 

To be sure, Men's Review's pages reflect 
a more tolerant Malaysian society. “People 
are becoming more liberal,” Karim insists. 
“Even the politicians complain of self- 
censorship.” This, he feels, gives his publi- 
cation a licence to carry feature articles on 
such taboo topics as homosexuality and 
even the “gigolo” business in Kuala 
Lumpur. Stephens can’t explain why gov- 
ernment officials haven’t complained, but 
she hopes they continue to turn a blind 
eye. Neither she nor her editor fear any 
reprisals from stretching the limits of toler- 
ance. Says Karim: “People are more con- 
cerned about economic recession, rather 
than any moral backlash.” п 


Michael Vatikiotis just concluded a three-year 
tour as a Review correspondent based in Kuala 
Lumpur. 
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Taiwan in Black and White 





Words Like Colored Glass by Daniel К. 
Berman. 

Westview Press, 5500 Central Ave., Boulder, Co. 
US$36.50. 


In Words Like Colored Glass, Daniel 
Berman contrasts John Stuart Mill's belief 
that history tends towards "improvement" 
and a "happier state" with the Chinese 
longing for a return to the golden age of 
antiquity. While the early Greeks had a 
similar idea of an ideal past, it had largely 
been abandoned in the West by the classi- 
cal period and discarded entirely by the 
time of Bacon and Des- 
cartes. 

Berman's work is an am- 
bitious attempt to graft such 
discussions of theory onto 
an examination of the role 
of the press in Taiwan's 
democratisation process. In 
the second chapter, the link 
between Western philoso- 
phy and media is quite 
clear. Science and the press 
reinforce the expectations of 
modernisation and can help 
eliminate problems such as 
economic and social in- 
equalities. Western journal- 
ism, Berman writes, expects 
progress because "it is nor- 
mal and ordinary. Failure is 
newsworthy precisely because it is an ab- 
erration." But despite such moments of in- 
sightful synthesis, Berman fails to make a 
cogent connection between the theories en- 
gaged in the first half of the work and his 
subsequent examination of the role of Tai- 
wan's press. 

Only in Chapter 5 does Berman drop 
the theoretical approach in favour of a 
more lucid description of the development 
of the modern Chinese press from China's 
defeat by Japan in 1895. At that time, intel- 
lectuals finally recognised that the country 
had declined as a great power and needed 
to change the status quo. Chinese media 
took the cue and, inspired by the West, re- 
formists started to view the press as a way 
to express ideas and cultivate political sup- 
port. 

Kang Youwei and Liang Qichao were 
two reformists who, disgusted with the 
corrupt imperial regime, established a 
model of dissent that would be followed 
by later generations of Chinese journalists 
on the mainland and Taiwan. After initiat- 
ing a reform movement in 1898 that threat- 
ened the Oing-dynasty establishment, 
Kang and his protege Liang fled to Japan 
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after their publication, Journal of Current 
Affairs, was banned by an imperial edict. 
Liang founded the Journal of Dispassionate 
Opinion and other publications that were 
highly critical of the Empress Dowager 
Cixi and her supporters. 

These periodicals from exile generally 
dominated the market for reformist and 
radical thought until Sun Yat-sen's People's 
Journal appeared in 1905. Though Sun and 
Liang differed in their approach to change 
in China, Berman believes that the medium 
that Liang had established was a signifi- 
cant catalyst in the change that ultimately 





Now, Taiwanese can read all about it, too. 


resulted in the overthrow of the Oing dy- 
nasty in 1911. 

The use of the press as a medium of 
opposition was continued later in Taiwan. 
Berman describes a period of free expres- 
sion that immediately followed the Japan- 
ese occupation but was brutally terminated 
after the Incident of February 28, 1947, 
when the Kuomintang introduced tech- 
niques that would be used to censor the 
press for the next 40 years. For example, 
one of the government's first moves when 
it retreated to Taiwan in 1949 was to create 
a monopoly on newsprint and outlaw the 
import of paper from the West. Strict con- 
trols were also placed on how many pages 
newspapers could print and rules ensured 
that only loyalists owned news organisa- 
tions. 

Berman argues that the market-oriented 
economy fostered a business climate that 
enabled the press to sustain a degree of 
independence not found in many totalitar- 
ian systems and even to act as an agent for 
political change. The market favoured pub- 
lications thought to present news that was 
closer to the truth and to punish those that 
were merely government mouthpieces. 
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Such was the case following an attack 
on a police station in 1977 by some 10,000 
people in response to an election for a 
county magistrate that was allegedly rig- 
ged. The failure of the United Daily News, 
Taiwan’s largest daily at the time, to report 
the incident prompted readers to cancel 
their subscriptions and the rival China 
Times rose to first place. 

Taiwanese opposition magazines were 
used to launch political movements and 
organisations that ultimately brought 
about significant change. These magazines 
interacted with other internal and external 
factors and, according to Berman, ulti- 
mately inspired the political reforms initi- 
ated by Chiang Ching-kuo in 1985. 

The seminal opposition journal was Free 
China, originally established by the party- 
state to serve its own political agenda. But 
over the years it became more critical and 
in 1960 was behind the failed effort to cre- 
ate the China Democratic Party. Similar op- 
position magazines such as The Intellectual 
played an instrumental role in nurturing 
future opposition leaders and, ultimately, 
in the 1986 establishment of the Democratic 
Progressive Party. 

Looking ahead, Berman safely contends 
that the inevitable loosening of restrictions 
on television and radio — which are more 
tightly controlled because they cannot be 
censored as easily as newspapers — will 
bring changes even more profound than 
those instigated by the print media. When 
and if that happens, there will be an even 
greater need for further additions to the 
relatively slim body of research on Tai- 
wan's media. m Greg Dalton 


Greg Dalton is a freelance writer based in New 
York. 





Island China 


Chiang Ching-Kuo's Leadership in the 
Development of the Republic of China on 
Taiwan edited by Shao-chuan Leng. 
University Press of America, 4720 Boston Way, 
Lanham, MD. US$21.50. 

Political Culture and Democracy in 
Developing Countries edited by Larry 
Diamond. 

Lynne Rienner, 1800 30th St., Boulder, Co. 
US$49.95. 








Keeping up with Taiwan is a full-time 
task. Books and articles proliferate among 
academics for several reasons — the rela- 
tive inaccessibility of China for sinologists, 
generous financial support by the govern- 
ment on Taiwan and the emergence of a 
policy sciences community of scholar-activ- 
ists in Taipei and Kaohsiung. 

While there is, as yet, no journal de- 
voted exclusively to Taiwan studies, books 
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containing international academic research 
on Taiwan society appear frequently. 

One of the more creative contributions 
to Shao-chuan Leng's anthology is Andrew 
Nathan and Helena Ho's essay on SUR 
Ching-kuo's decisions to ‚ши 
lift martial law, conduct 
open elections for oppo- 
sition parties, and thus 
hasten the introduction of 
democratic practices in a 
polity known for authori- 
tarianism. 

Chiang Ching-kuo 
remains unfamiliar to 
most world observers. 
He apparently was more 
modest than his father 
Chiang Kai-shek; he was 
not well-travelled; his 
island redoubt was at the 
periphery, not the centre, 
of main events. 

Chiang Ching-kuo 
was also successful. He 
promoted democratic re- 
forms before violent pro- 
tests forced his hand. His 
ruling party was not top- 
pled by revolution. He 
presided over the reduction of military rule. 

Nathan and Ho speculate on the motives 
behind Chiang's initiatives, decisions that 
they attribute to him alone. To what extent 
and in what form the taciturn Chiang 
appreciated changing international and 
domestic factors, the authors cannot say 
with confidence. They hypothesise that 
martial law had become embarrassing, that 
China had Taiwan on the diplomatic defen- 
sive, that the domestic opposition cooper- 
ated with the Kuomintang (KMT), that the 
KMT desperately needed renewal, that Chi- 
ang's health was waning and that his deci- 
sions were not a retreat from but a fulfil- 
ment of his political values. 

One significant facet of Chiang's leader- 
ship is that it occurred at all. He may have 
been indispensable. Few other figures 
could have maintained the cohesion of the 
KMT for so long and could have gone so far 
towards dismantling the party, although 
Chiang's successor, Lee Teng-hui, has man- 
aged to prolong the party's rule if not its 
unity for a considerable period. 

Despite their fascination with leaders 
such as Chiang Ching-kuo, the editors and 
authors of these books recognise that 
"great men and great women" do not 
unqualifiedly or single-handedly make his- 
tory. Larry Diamond's selection of essays 
compares the influence of political culture, 
from which leaders emerge and in which 
they function, in a number of democratis- 
ing nations. However, the chapter on Tai- 
wan, by Ambrose Y. C. King, contradicts 
one of the main objectives of comparative 
studies. King argues that Taiwan's search 
for democratic institutions has been “non- 
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paradigmatic,” "nonduplicable" and not 
generally related to other instances of de- 
mocratisation. 

What distinguishes Taiwan, according 
to King, is the autonomy of its politics from 

Е , its economics. He takes 
the conventional line that 
economic growth gener- 
ates demands beyond 
wealth, including de- 
mands to share power. 
He observes that “paral- 
lel to and independent of 
economic development” 
a half century of local 
and provincial elections 
institutionalised demo- 
cratic practices of partici- 
pation and competition 
in Taiwan. 

In fact, the polity that 
devolved elections to 
local, regional and then 
national levels was the 
very polity that initiated 
economic reforms that 
produced development 
and growth with politi- 
cal as well as economic 
effects. King justly states 
the case that politics is not all economics. 
Further clarification of the interdependence 
of economics and politics awaits scholars 
of Taiwan in particular and societies in 
general. m James A. Robinson 


James A. Robinson teaches government at the 
University of West Florida. 





Peace at Last 


Ending the Chinese Civil War by Jun Zhan. 
St. Martin's Press, 175 Fifth Ave., New York, NY. 
US$32.25. 


It is easy to forget how far the China- 
Taiwan relationship has come in the last 10 
years. In today’s comfortable atmosphere 
of regular semi-official meetings and an- 
nual (indirect) trade approaching US$10 
billion, predictions of direct commerce and 
air traffic across the Taiwan Strait being 
just around the corner raise few eyebrows. 
Yet, as author Jun Zhan reminds, Kuo- 
mintang troops were shelling mainland 
fishing boats and coastal military positions 
as late as mid-1984. How the “two Chi- 
nas,” after being locked in bitter struggle 
for more than 35 years, underwent such a 
dramatic change is the subject of Zhan's 
comprehensive study. 

Beijing's patient but determined push 
for peace in the early 1980s broke a pattern 
of contention and hostility between the two 
sides. Starting in 1979, the Chinese Gov- 
ernment underwent a "fundamental shift 
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in attitude," calling for peaceful unification 
with a pledge to respect Taiwan's political 
system. This pledge, later to become Deng 
Xiaoping's "one country, two systems" 

theory, was a departure, and more im- 
portantly, the first step in a larger cam- 
paign. According to Zhan, Beijing's will- 
ingness to make pre-announced unilateral 
concessions over a long period with no 
guarantees in return from the other side 
was the key to success. In 1991, for exam- 
ple, Beijing announced the withdrawal of 
most regular military units from the Fujian 
front as a trust-building gesture. 

This approach, which involved a series 
of self-initiated steps accompanied by in- 
vitations for reciprocation, is likened to 
GRIT (Graduated Reciprocation Tension 
Reduction), a model developed for improv- 
ing U.S.-Soviet relations around 1970. Zhan 
uses the China-Taiwan example to prove 
GRIT's continuing usefulness, positing 
amendments to it in the process. 

Beijing’s high-level invitations for a re- 
unification summit, seen in Taiwan as a 
ruse, produced no results. What eventually 
pulled Taipei towards cooperation was a 
strategy emphasising "low politics," eco- 
nomic activity, civilian travel and cultural 
exchanges. China's loosening rules on tra- 
vel and trade with Taiwan elicited a mas- 
sive response despite Taipei's restrictions. 
The activities that resulted, especially in 
business, snowballed, making it increas- 
ingly difficult for the Taiwan Government 
to turn a blind eye. 

The author acknowledges the initiatives 
from Beijing, but recognises the relation- 
ship between the peaceful reunification 
policy and Beijing's establishment of full 
diplomatic ties with Washington — which 
finalised Taipei's isolation from the global 
community. The feasibility of China's 
modified GRIT approach is shown as linked 
to the fact that one party was substantially 
stronger than the other. “The initiator must 
be confident that a unilateral application of 
GRIT, even over a long period, will not hurt 
its security, far less its survival." A Chinese 
official, asked if Taiwan might take advan- 
tage of Beijing's unilateral military conces- 
sions, is quoted as saying: "Even if that 
happened, it would not hurt us much. We 
can afford it." Zhan concludes that the 
Korean conflict could not be resolved along 
similar lines. 

Conspicuously absent is mention of 
Hong Kong. Many China watchers believe 
that hopes for Taiwan's reunification rest 
on how China honours its promises not to 
interfere with Hong Kong after 1997. Des- 
pite Zhan's arguments to Beijing's credit, 
the tension between Britain and China sug- 
gests that it may be too early for Taipei to 
let all suspicions about Beijing's sincerity 
rest. W H. Asher Bolande 


H. Asher Bolande is a writer based in Hong 
Kong. 
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Bad Medicine 


Recent deaths show how Japan's drug-approval process often 
ignores the line between prudence and profits. Critics cite 
unscientific testing and loose oversight. 





By Jonathan Friedland in Tokyo 


A young doctor injects an experimen- 
tal medication made by his father's 
drug company into an elderly 
woman wasting away from cancer. After 
the drug kills her, the hospital bosses try to 
cover up the death in the hope that the 
company will still provide funding for a 
coveted research centre. 

The balance between ethical behaviour 
and rampant careerism in Japan's medical 
profession drives the none-too-comforting 
plot of Shusaku Endo’s 1979 novel When I 
Whistle. The balance hasn't tipped for the 
better in the last 15 years, if the latest real- 
life scandal to afflict Japan’s health-care 
system is any guide. 

Since last September, 16 cancer patients 
have died after taking Usevir, a new drug 
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for treatment of shingles. The drug was 
taken off the market in October by its 
maker, Osaka-based pharmaceuticals 
wholesaler Nippon Shoji, roughly six 
weeks after its release. The Health Minis- 
try has since accused Nippon Shoji of pro- 
viding it insufficient and misleading clini- 
cal trial data prior to the drug’s approval, a 
charge the company denies. 

Nippon Shoji's credibility, though, was 
sorely damaged by the disclosure in June 
that 175 of its 2,480 employees or their rela- 
tives sold company stock immediately be- 
fore the Health Ministry publicised 
Usevir's fatal interaction with a commonly 
used cancer medication. Nippon Shoji's 
president, Takakazu Hattori, resigned to 
take responsibility for both the deaths and 
the alleged insider trading. 

So far, the buck has stopped at Hattori's 
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resignation. But according to doctors, drug- 
company executives, industry analysts and 
bureaucrats, the Usevir affair isn't simply 
an isolated case of corporate negligence. 
Rather, it is an incident “which reflects 
badly on almost every aspect of the Japan- 
ese medical system," says Satoshi Kami- 
sonoda, a director at the Japan Pharmaceu- 
tical Manufacturers Association. 

Analysts here say Japan's drug-ap- 
proval system is characterised by unscien- 
tific testing and unethical back-scratching 
among drug companies and hospitals. 
Oversight is conducted by a part-time 
council of academics and doctors and by a 
handful of overworked bureaucrats. 

What's more, once a drug is approved, 
its benefits are frequently exaggerated by 
its maker in flashy pamphlets whose con- 
tents aren't carefully regulated. Usevir, for 
instance, was tabbed “the Sharp Shooter” 
in a glossy brochure that provided mean- 
ingless in vitro data on its effectiveness. 
These claims are accepted uncritically by 
doctors, who will over-prescribe higher- 
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priced new drugs to supplement their own 
incomes (doctor-owned clinics in Japan 
usually have their own dispensaries). 

Finally, patients aren't informed that 
they are taking a new drug. Nor are they 
warned of its potential risks. Most poign- 
ant is the situation facing cancer patients. 
They aren't even told they have cancer, 
much less the type of medication they are 
being given. 

"The Usevir case, sadly, is anything but 
exceptional in this country," says Dr. Hiro- 
kuni Beppu, vice-director of the Kita Medi- 
cal and Rehabilitation Centre in Tokyo. 

Until two years ago, Japanese pharma- 
ceutical firms had little incentive to do in- 
novative research or to venture abroad. 
They were too small in global terms and 
had none of the economies of scale of a 
Merck or a Sandoz. 

In 1992, a revised pricing system was 
introduced that effectively encouraged 
Japanese drug companies to take bolder 
chances. It tripled the initial price premium 
for more innovative drugs, but also made 
it harder for both drug companies and hos- 
pitals to pad profits through a prodigious 
variety of kick-back schemes established 
under the old system. 

The net result of this shake-up, says 
Hiroshi Nakagawa, a managing director at 
Morgan Stanley, is that "Japanese com- 
panies have to broaden their market" by 
stepping up overseas licensing of their 
drugs as well as developing their own for- 
eign sales presence. 

The pinch has hurt wholesalers like 
Nippon Shoji the most. To do away with 
kick-back schemes, the Health Ministry 
barred drug manufacturers from directly 
negotiating prices with institutional users, 
giving wholesalers the job. But in reality 
they are in a poor position to exercise 
power. Always the weakest link in the 
drug-marketing chain, the wholesalers 
have now seen their profits from the dis- 
tribution business evaporate as a result of 
tough price competition. Several already 
have gone out of business or have been 
absorbed, and those remaining have 
joined manufacturers in search of a block- 
buster drug to turn the tide of their for- 
tunes. 

Usevir could have been the ticket, say 
analysts. As a treatment for shingles, a 
virus that causes painful blistering within 
the nervous system, Usevir is about 100 
times more potent than Wellcome's 
Zovirax, the current drug of choice. Major 
drug companies in Japan and elsewhere 
have been studying the active agent in 
Usevir, sorivudine, for the last decade in 
hopes of turning it into a safe and effective 


That's been an elusive task. Signs that 
sorivudine could kill were plentiful. Bel- 
gian researchers reported in a well-publi- 
cised 1986 paper that a similar compound 
called BVDU interacted fatally with a widely 
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prescribed cancer medication called fluoro- 
uracil. In Nippon Shoji's clinical trials, sev- 
eral rats died when administered the same 
combination of drugs. So too did a woman 
cancer patient. 

But while the Health Ministry had re- 
vamped its pricing system, little was done 
to buttress the drug-approval system to 
accommodate development of more inno- 
vative drugs like Usevir. Then, as now, the 
ministry provides a list of standard pro- 
tocols for different categories like anti- 
virus or anti-ulcer medications. The drug 
company then follows these protocols in 
carrying out trials under supervision by 
the council of academics and doctors, 
which in turn forwards the data and rec- 
ommendations to the ministry. Finally, the 
ministry approves the new drug, sets a 
price, then, together with the drug com- 
pany, monitors it for six years after it goes 
on the market. 

Shunichi Miyake, a spokesman for Nip- 
pon Shoji, says the firm submitted all the 
legally required data to the Central Phar- 
maceutical Affairs Council and to the 
Health Ministry prior to Usevir's approval. 
"The Health Ministry asked no questions 
nor raised any concerns about our tests," 
he says. Instead, the ministry required only 
that Usevir's package contain the warning 
“the joint use of sorivudine and an anti- 
cancer drug should be avoided." This 
warning was listed eighth among other 
contra-indications. 

As soon as Nippon Shoji won approval 
for Usevir, it raced to get its potential hit to 
market. Together with a larger pharmaceu- 
tical manufacturer called Eisai, it dis- 
patched a battalion of salesmen, known in 
Japan as propa, short for propaganda, to 


Pharma Facts 


Japan is the world's second-largest drug 
market, with 1993 sales of Y45.82 trillion 
(US$470 billion). But, as this industry 
snapshot shows, the money isn't always 
well spent. 

> The market grew at an annual 
average of 6.9% from 1986-90. Since 
then growth has been flat, mainly due 
to a new government pricing system in- 
troduced in 1992. 

P Japanese spending on drugs 
amounts to 18.4% of total health spend- 
ing, higher than any other industrial 
country except Germany and twice the 
United States average. 

> Japanese drug prices fell almost 40% 
during the 1980s. In the U.S., they in- 
creased by the same amount. 

> Japan's largest drug company, 
Takeda, is 16th in world revenue rank- 
ings. It sales are about half those of 
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sell the drug. An estimated 10,000 outlets 
had it in stock within a month of release. 

The Health Ministry, which acted 
quickly to force Usevir off the market when 
reports of deaths began trickling in, first 
blamed careless doctors for the tragedy. It 
now contends that it was misled by Nip- 
pon Shoji during clinical trials. "Nippon 
Shoji didn't provide all the information it 
should have," says Yoshinobu Hirayama, 
deputy director of the ministry's pharma- 
ceuticals division. 

Critics say the ministry should study 
the American drug-approval system for 
pointers on how to reform Japan's system. 
In the United States, an independent 
agency — the Food and Drug Administra- 
tion — pre-screens and approves the con- 
tent and design of each clinical trial, inde- 
pendently verifies the data submitted from 
the trials, then opens the final approval 
process to a peer review. It also demands 
strict post-marketing surveys to make sure 
the new drug is safe and effective. 

Customised trials, independent data 
verification and public discussion of the 
test findings would certainly have made a 
difference in the Usevir case, says Naka- 
gawa. "This kind of accident could have 
easily been avoided," he says. 

But there's little sign that the Usevir 
tragedy will prompt such a fundamental 
re-evaluation. "It is difficult even to know 
where to start reforming such a problem- 
atic system," sighs Beppu. 

The Health Ministry says it plans to 
form an "expert group" to study the Usevir 
case. But, says Hirayama, "given the limit- 
ed resources we have, it isn't a bad system. 
In fact, many people feel that it is the best 
system under the circumstances." ы 





Merck or Glaxo. 
> About 30-40 newly developed drugs 
are licensed annually. 
»> Of 1,200 drug wholesalers in 1970, 
fewer than 300 are still in business. 
> There are an estimated 43,000 drug- 
company salesmen in Japan and almost 
as many wholesaler salesmen. An aver- 
age Japanese doctor receives 450 sales 
calls a year. 

Sources: James Capel, UBS Securities, 
Kleinwort Benson, REVIEW Data. a 
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Vital Signs 


South Korean firms see more pragmatism in Pyongyang 





By Shim Jae Hoon in Seoul 


ne of the first hints that North Ko- 

rea under Kim Jong Il might forge a 

more open and pragmatic eco- 
nomic policy came wrapped in goose 
down. 

Following the official mourning period 
for the late Kim Il Sung in Pyongyang, 
North Korean trade officials surprised 
Seoul by delivering a US$700,000 shipment 
of down jackets to a Samsung trading com- 
pany. The winter coats arrived on time: 
July 22, two weeks to the day after the 
"Great Leader's" death. 

The method of delivery was even more 
striking: the vessel reportedly travelled di- 
rectly from Nampo (southwest of Pyong- 
yang) to Inchon (near Seoul). Trade be- 
tween the two Koreas generally passes 
through a third territory — usually China 
or Hong Kong. 

It was not the only case where Kim Jong 
Il's men met their delivery schedules. 
Lucky Goldstar group in Seoul has re- 
ceived imports of zinc and copper as 
planned. 

To be sure, these are small signs. But 
trading-company sources in Seoul suggest 
this business-as-usual attitude offers hope 
that the 52-year-old Kim may pursue his 
rumoured penchant for more rational busi- 
ness dealings with the outside world and 
veer away from his father's strenuous ap- 
plication of juche, or self-reliance, which has 
isolated North Korea’s economy. 

Another reason for optimism, they say, 
is the re-emergence of Kim Dal Hyon, the 
reform-minded former chairman of the 
State Planning Commission and former 
deputy premier in charge of external eco- 
nomic relations. “Kim Dal Hyon will 
outpace Deng Xiaoping as a reformer,” 


Disappearing Act 
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predicts Jo Yung Hwan of the Seoul-based 
Asia Pacific Peace Foundation. Jo is a vet- 
eran Pyongyang-watcher who has known 
Kim Dal Hyon for years. 

Others who know him say Kim Dal 
Hyon advocates improved relations with 
Washington. He once told Jo that North 
Korea should import high technology from 
the United States. Reputedly an avid reader 
of American news magazines and newspa- 
pers, including The New York Times, Kim 
Dal Hyon speaks English fluently. 

He also was apparently impressed by 
South Korea's industrial capability after a 
1992 visit there. A South Korean business 
leader who later met the economic planner 
in Beijing reported that the North Korean 
appealed to him "to help recover the north- 
ern economy, which is in difficulty." Kim 
Il Sung fired his adviser last December, 
holding Kim Dal Hyon responsible for fail- 
ure to secure foreign economic help. 

The purge came as the Workers Party 
Central Committee admitted for the first 
time since the regime's birth in 1948 that a 
"grave crisis" had gripped the economy. It 
blamed the failure of the third seven-year 
plan on the collapse of socialism in the 
former Soviet Union and eastern Europe 
— among Pyongyang's main trading part- 
ners — but it stopped short of proclaiming 
full-scale reform. The smaller export mar- 
kets reduced North Korea's total trade last 
year to US$2.6 billion, a 7% drop; GNP has 
declined 11% since 1990. 

The development has made South Ko- 
rea a more important source of foreign ex- 
change. The South's imports from the 
North rose 9% to US$178 million last year, 
mostly in gold, zinc, cement and copper. 
Exports to North Korea during 1993 to- 
talled US$8 million. The South now ranks 
as Pyongyang's fourth-largest trading part- 
ner after China, Japan and Russia. That fact 
alone has given South Korean business 
leaders reason for optimism. "It would be 
hard for Kim Jong Il to slam the door on us 
under the circumstances," says one source 
doing business with Pyongyang. 

The strength of North Korea's commit- 
ment to reform remains a point of debate 
among experts. They acknowledge that the 
more human economic face Kim Jong Il 
seems to be assuming is an odd contrast to 
the world's perception of him as an unsta- 
ble leader who is stoking global nuclear 
tensions. Moreover, within the Seoul gov- 
ernment, analysts are still grappling with 
the question of whether Pyongyang's 
current refusal to allow outside inspection 
of its nuclear facilities is the brainchild of 
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Kim Jong Il. 

Still, a reformist bent would be consist- 
ent with the new leader's past economic 
leanings. He reportedly tried to modify the 
North's collective-farming system before 
his father thwarted the effort to avoid com- 
promising juche. And in 1992, the younger 
Kim introduced the "new economic re- 
gime.” An attempt to revive the sagging 
economy, the programme provided more 
autonomy to provincial governments to 
conduct foreign trade and gave state com- 
panies more freedom to set their own pro- 
duction priorities for export-oriented 
goods. This relatively unknown policy is 
said to have boosted North Korea's border 
trade with China. As a result, China has 
emerged as North Korea's biggest trading 
partner, with two-way volume estimated 
at US$700 million in 1993. 

"Kim at heart is a pragmatist capable of 
striking changes," says Jo of the Peace 
Foundation. To some, change means 
adopting China's reform method of attract- 
ing foreign investment, but keeping it ini- 
tially confined to port areas such as Najin 
and Sonbong in the northeast. Indeed, 
South Korea's conglomerates have set Bei- 
jing-style market reforms as a prerequisite 
before Seoul helps the North meet its basic 
needs and develop its economy, according 
to Chey Jong Hyun, head of the Federation 
of Korean Industries. 

Whether and when such market-ori- 
ented reforms will come remains an open 
question despite the encouraging trade 
signs. Change will be a slow process, pre- 
dicts Lucky Goldstar's president in charge 
of global strategy, Chun Jin Hwan. He says 
Kim Jong Il first must concede the failure 
of juche. 

The government already may have 
taken a step in that direction through the 
wording of the official announcement of 
Kim Il Sung's death. It stated: ". . . our 
socialist cause is making a long drive 
through manifold difficulties and trials and 
a new phase is opening before our revolu- 
tion and national reunification." 5 
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Power for the People 


Pakistan hastens to privatise energy sector 





| By Ahmed Rashid in Karachi 





used to be crippling. Now, it has 

turned deadly. Heavy monsoon 
rains recently sent poorly constructed 
power lines crashing into flooded streets 
and bazaars, electrocuting 17 people in 
separate incidents. 

Can private power fill the energy gap 
and end the shoddy engineering that is 
raining disaster on the country’s cities? The 
government hopes so. Earlier this year it 
enacted legislation to privatise the state- 
owned Water and Power Development 


р akistan's chronic power problem 


| Authority (Wapda). It is now moving 


swiftly to turn power generation over to 


| private companies and encourage foreign 
| investment. Already, it has approved seven 


power-plant pro- 
posals; if all are 
completed, these 
would meet the 
present shortfall. 
An additional 
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Khan, special assist- 
ant on economic af- 


W Under Construction 
BPlanned 


| fairs to Prime Min- 
| ister Benazir Bhutto. Many proposals, how- 


ever, are those of landowners, businessmen 
and politicians who have no experience in 
the energy field. "Out of the 250 projects, a 
dozen may actually be successful," says a 
foreign banker. 

Indeed, setting up a power plant has 
become the hot topic among the country's 
elite. Guests at jet-set parties boast about 
the megawatts they want to produce. "My 
wife is urging me to set up a power plant 
in my district because she is fed up with 
the power cuts," says a prominent provin- 
cial politician. Replies an industrialist: 


| "Your family has grown mangoes for 200 


years. What do you know about power?" 

As part of the more serious energy ef- 
fort, the World Bank has lent Pakistan 
US$230 million to restructure and privatise 
its power industry. The loan will also help 
Islamabad set up a national power regula- 
tory body to establish operating standards. 
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,200MW| US$1.6 billion 


The Bank has lent an additional US$240 
million for just one plant: the massive Hub 
plant, now under construction about 60 
kilometres west of Karachi (see accom- 
panying story). 

The World Bank's private-sector arm, 
the International Finance Corp. (IFC), has 
also allocated US$250 million for private 
power projects in the fiscal year that began 
on July 1. "We will focus more on power 
because we want to see it moving in the 
right direction," says Andre Hovaguimian, 
the IFC’s director for the region. 

The push to privatise power comes at a 
critical time. Peak demand for electricity 
already exceeds supply by 21% and con- 
sumption is rising by 12% a year. The huge 
and grossly inefficient Wapda, which pro- 
duces 7,900 megawatts a year, cannot meet 
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Hub Power 








the shortfall. The government hopes a pri- 
vatised Wapda can do better. It plans to 
sell two thermal power plants and a distri- 
bution system in Faisalabad, Punjab, in the 
first stage of privatising the agency. 

The policy means it will be up to pri- 
vate projects to meet growing demand. In 
addition to the proposals already approved 
(see map), projects under consideration in- 
clude more barge-mounted plants off Ka- 
rachi, and a huge coal-fired plant in Thar, 
Sindh, in which Hong Kong's Hopewell 
Holdings is showing interest. 

“Foreign investors are literally waiting 
in line to come and invest in Pakistan,” 
President Farooq Leghari said after he re- 
turned from a recent fund-raising trip to 
the United States. “Within a year or so, we 
should be looking at something like US$3 
billion [in investment] only in the energy 
sector. That will be more investment in one 
year than has been made since 1947.” 
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(Direct foreign investment in Pakistan 
amounted to just US$131 million in the 
nine months to the end of March. Portfolio 
investment during the same period in- 
creased nearly four-fold to US$286 million.) 

The president, however, may be unduly 
optimistic. Only one of the projects — that 
headed by Hub Power Co. — has so far 
received confirmed foreign financing. 
Much more funding will be required to pro- 
vide the power plants with adequate trans- 
port connections. For example, the enor- 
mous supplies of fuel that most of them 
will need will have to travel from Karachi 
port, which lacks sufficient terminal space 
for receiving oil. The port is served by run- 
down roads and a railway that has barely 
changed since the days of the British Raj. 

Moreover, the cost structure for electric- 
ity and the government's role still have to 
be tested. When the Nawaz Sharif govern- 
ment opened power to the private sector 
in 1992, it offered a rate of return of 18%. 
Investors rejected the figure as insufficient. 
In addition, the complex tariff that the gov- 
ernment agreed to pay for energy output 
required government monitoring of com- 
pany salaries, foreign 
loans, maintenance costs 
and the type of plant to 
be set up. Most firms 
considered the level of 
intrusion too high. 

In March 1993, the 
Bhutto government's 
Special Task Force on 
Energy came up with a 
flat, bulk power tariff of 
6.5 U.S. cents per kilo- 
watt hour, which is 
equivalent to a 22-23% 
return. But some indus- 
trialists claim that since 
then the government 
has begun to backtrack, 
offering a variety of 
tariff rates and promis- 
ing bureaucratic interference. 

"The bureaucracy has gone back on its 
word," says a leading industrialist who is 
setting up a power project. “The govern- 
ment should fix an adequate tariff and the 
rest, such as what plant, what salaries, is 
none of its business." 

The government denies it has back- 
tracked. And international lending agen- 
cies say they have seen no major changes 
in government policy so far, and are confi- 
dent the government will keep to its com- 
mitments. 

Such disputes may have political roots. 
Many large industrial groups are close to 
Sharif, now opposition leader and Bhutto's 
political nemesis. (Three criminal cases 
charging corruption have been filed against 
him.) The bureaucracy may, indeed, be try- 
ing to block their progress in the industry 
while maintaining the established tariffs 
and regulations for foreign investors. Ш 
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Desert Pioneers 


The Hub power project is only just be- 
ginning to take shape on the Balu- 
chistan desert, but its history already is 
a tale of encyclopaedic proportions. The 
deal between the Pakistan Government 
and the companies that are building the 
huge oil-fired plant took nine years to 
negotiate. Both sides say the effort will 
ease the way for future investors in the 
country's energy sector. 

"The government took our deal and 
has simplified and refined it for others," 
says Michael Woodroffe, chief executive 
of the Hub Power Co. (Hubco), as he 
opens a cupboard to show eight massive 
volumes holding the thousands of pages 
that constitute the final deal. The set in- 
cludes a complicated power-purchase 
agreement with the state-owned Water 
and Power Development Authority 
(Wapda), a fuel-supply agreement with 
Pakistan State Oil and seven other major 
contracts covering such particulars as 
the purchase of land 
from the Baluchistan 
state government. 

When construction is 
completed in 1997, the 
US$1.8 billion plant will 
produce 1,200 mega- 
watts of power. “Hubco 
alone will push up the 
country’s generating ca- 
pacity by 15% and we 
will do it on time,” con- 
tends Sardar Yusuf 
Khan, Hubco’s director 
of corporate affairs. A 
separate 350-megawatt 
project, to be headed by 
the Fauji Foundation, 
the military's industrial 
conglomerate, was re- 
cently approved for a nearby site. 

The first Hub project is now slowly 
rising from the rocky desert floor at a 
coastal site about 60 kilometres west of 
Karachi. Some 1,500 workers, many of 
them bearded Baluchi tribesmen, toil 
feverishly under a merciless sun on 
what is the largest private-sector power 
project in Asia. It is also a test case for 
the future of private power generation 
in Pakistan. The cranes, earth-moving 
equipment and other machinery are a 
novelty; since the 1960s, when interna- 
tional agencies helped build dams at 
Mangla and Tarbela, there have been 
no large-scale projects in the country. 

Hubco, a consortium led by Saudi 
Arabian company Xenal Industries and 
Britain's National Power, expects the 
plant to be fully operating by early 1997. 
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National Power, which has US$90 mil- 
lion in equity in the project, will operate 
the plant for 12 years. 

Wapda will buy power from Hubco 
through a complicated pricing system 
that amounts to about 4.5 U.S. cents per 
kilowatt hour. Under its new energy 
policy, the government has now offered 
6.5 cents per kilowatt hour for future 
projects, reducing to 5.9 cents after the 
first year of operation. 

Hub has been on the drawing board 
since 1985, when Xenal Industries con- 
ceived the idea and received backing 
from the World Bank. The project was 
plagued with difficulties from the start. 
Because Pakistan's Islamic codes barred 
charging interest on loans, foreign fin- 
anciers were extremely nervous about 
funding projects. The government has 
since challenged the law in the courts. 
Although it has not been rescinded, it is 
now in abeyance. 

Hubco has negotiated with 11 suc- 
cessive governments in nine years. 
Shahid Hassan Khan, Prime Minister 
Benazir Bhutto's special assistant on 
economic affairs, says the government 
finally cleared all the bottlenecks by 
putting everyone concerned in one 
room and refusing to let them out until 
the deal was done. 

The financial arrangements involve 
45 banks, international lending agen- 
cies, a flotation of global depositary re- 
ceipts (Pakistan's first), and six curren- 
cies. Over the years, relays of bureau- 
crats were involved in the negotiations, 
some becoming so exhausted that they 
dropped out. 

After financing was resolved, Hubco 
was forced to deal with Pakistan's age- 
old problem — tribalism versus mod- 
ernism. The company has had to pla- 
cate the fierce Baluchi tribesmen who 
live around the project. They demanded 
compensation for lost land-use and wa- 
ter rights despite the company's deal 
with the Baluchistan government. The 
British managers of the project are re- 
peatedly drawn into day-long jirgas, or 
tribal meetings, to resolve disputes over 
resources and labour. 

That effort, however, could save 
Hubco from bigger troubles. Several 
foreigners have been kidnapped in 
Baluchistan recently and foreign oil 
companies have almost stopped drill- 
ing there because of the risks to staff. 
Security is tight at Hubco’s foreign 
work camp and managers continue to 
work closely with tribal chiefs. 

п Ahmed Rashid 
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ECONOMIC MONITOR: 


HONG KONG 





Pause for Breath 


nd now for something completely 
A different: someone has finally low- 

ered a growth prediction for Hong 
Kong. The forecasters are hardly pessimis- 
tic, though. Like other “bad” economic 
news in Hong Kong, the latest dose is a 
matter of degree. Citing weaker trade and 
investment in the first six months, Hang 
Seng Bank has dropped its forecast of 
1994 real СОР growth to 5.3% from 5.8%. 
The government is sticking to its predic- 
tion of 5.5%. 

But the good news is also relative — as 
the inflation story suggests. Consumer 
prices in May were up 7.8% from a year 
earlier, and both government and private 


| economists expect 8.5% inflation for the 


year, no worse than in 1993. 

These statistics, however, mask the 
reality that business costs in the colony are 
higher than ever. In April, Hong Kong 
overtook Tokyo as the most expensive 
place to set up an office. Commercial rents 
in the Central business district rose 23% in 
the first quarter to an average HK$75 
(US$9.60) a square foot, according to prop- 
erty firm Jones Lang Wootton (JLW). For 


| the first half, Central office rents were up 


35%. Prime retail rents, meanwhile, are 
double those in Tokyo. 
The government has long said Hong 


| Kong people are willing to bear inflation in 
| return for high growth. But some multi- 


nationals aren't. Computer maker Unisys 
plans to move its Asia base to Singapore, 
and merchant bank Merrill Lynch intends 
locating new hires there. Reuters, the news 
agency, is moving editorial staff out of Cen- 
tral (and may shift some operations out of 
Hong Kong). 

For foreign businesses, Hong Kong's 
housing costs are no less a concern. JLw's 
residential-rent index leaped 23% in the 
first six months, and even that may be an 
understatement. For large flats, often 
sought by expatriates, landlords often seek 
rent rises of 50-100%. 

For home buyers, the pain has eased a 


| bit. Egged on by government market-dam- 


pening measures, flat prices fell 5-10% in 
the second quarter, according to property 


| consultants Vigers Hong Kong. The gov- 


ernment says prices dropped 15% between 
March and June, when it announced the 
measures. Whether the relentless uptrend 
of the past two years has really been 
broken remains to be seen. Peter 
Churchouse, managing director of Morgan 
Stanley Asia in Hong Kong, doubts home 


| prices will decline more than another 5% 
| this year from their March highs. 
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High property prices seem to have 
taken their toll elsewhere. Economists at 
the Bank of East Asia cite this as the reason 
for slower growth in consumer spending. 
Retail sales grew 18% (year-on-year) in the 
first quarter — buoyant, but less so than in 
the same period of 1992, when the pace 
was 20.4%. Sales of consumer durables 
grew 12%, compared with 43% two years 
earlier. If mortgage repayments are erod- 
ing purchasing power, expect more of the 
same. Interest rates are rising as Hong 
Kong tracks rates in the United States, 
which it's forced to do because of its cur- 
rency peg. Real interest rates are still nega- 
tive, but the gap between inflation and the 
prime lending rate (7.25% in June) has been 
cut to 125 basis points. 


Hong Kong's latest run-up in property 
prices has been curbed — for now 


% change from previous quarter 


NNT AVH/OIHdVHO малан 


40 

: 
30 Wi Office 

25 

20 

15 

10 

` alll 02 


ш 


Source: Jones Lang Wootton 


Meanwhile, the slowdown in the Chi- 
nese economy has moderated exports, 
Hang Seng Bank says. Re-exports, the bulk 
of Hong Kong's outbound goods, amount- 
ed to HK$75. billion in May, a 13.4% year- 
on-year rise. A year earlier, they were 
growing at 19.2%. The reverse is true in 
imports, which grew 15% in May, to 
HK$104.3 billion, compared with 12.3% a 
year ago. 

Despite expecting an export recovery by 
year-end, Hang Seng Bank revised its trade 
forecast downward, saying re-exports 
would increase by 18% for the year rather 
than 22%, and domestic exports would 
decline by 4% rather than 1%. Similarly, 
even as China and Britain prepare to final- 
ise financing plans for Hong Kong's mas- 
sive airport project, the bank has dropped 
its prediction for domestic-investment 
growth to 12.1% from 14%. ш Jonathan Karp 
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Log Jam 


Cambodian army's timber grab threatens foreign aid 








By Nate Thayer in Phnom Penh 
xing the middleman can be a good 
way to boost revenue. But when 


A Cambodia's military bypassed the 


government to take direct control of the 
country's lucrative timber industry, it may 
have created a bigger problem than it 
solved. 

The June 18 move contravenes Phnom 
Penh's agreement with the IMF, which calls 
for centralisation of government spending. 
Unless the logging decree is rescinded, 
Cambodian officials warn, the country may 
never see several hundred million U.S. dol- 
lars pledged by international institutions 
and donor countries. 

Such an aid freeze would be catas- 
trophic for Cambodia, but few officials and 
foreign economists in Phnom Penh think 
things will go that far. Rather, most see the 
logging affair as a case of inevitable politi- 
cal resistance to the far-reaching restruc- 
turing of financial regulations and institu- 
tions achieved by the government since 
United Nations-run elections last year. 

The economic reforms have won praise 
from investment analysts, international 
lending institutions and donor states. But 
the military — the traditional power bro- 
ker in formerly communist Cambodia — 
has not been pleased to see its income and 
power eroded. 

Old thinking dies hard, as the logging 
affair showed. The Cambodian army 
wanted more money for its sputtering war 
against the Khmer Rouge, and the govern- 
ment said state coffers weren't deep 
enough to cough up what the generals 
were asking. 

Foreign governments weren't of much 
help. Months of globe-trotting by Cambo- 
dian officials produced little in the way of 
foreign military aid for the beleaguered 
army, whose reputation for ineptness and 
corruption was cemented by a pair of em- 
barrassing defeats at the hands of the gue- 
rillas earlier this year. 

For a solution, the military looked back 
to the old days. It pressured the coalition 
government to ease a March 31 ban on tim- 
ber exports, and to transfer the right to col- 
lect and spend logging revenues from the 
Finance Ministry to the Defence Ministry. 

The Council of Ministers enshrined the 
changes in a decree on June 18, citing "the 
present military and security situation" 
and the "immediate need of building and 
strengthening the Royal Cambodian 
Armed Forces." The same day, the Defence 
Ministry licensed two Thai logging firms 
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to immediately buy 180,000 cubic metres 
of logs for nearly US$4 million. 

The decree, which pulled the rug out 
from under the national budget, violates 
the policy-framework accord signed by the 
IMF and the government in February prom- 
ising the centralisation of revenue disburse- 
ment. 

The IMF agreement was the key to open- 
ing the door for international assistance to 
reconstruct the war-ravaged nation. If the 
government does not agree to rescind the 
new logging laws by September, according 
to government officials and other sources, 
the IMF will likely react by threatening to 
revoke its stamp of approval. 

“If the government doesn't reverse the 








Sam Rainsy: chief reformer. 


decision, the IMF will move out, the World 
Bank will move out, and the donor coun- 
tries will move out," says one senior Cam- 
bodian official. "It is a break of the most 
fundamental, minimal rules of our new 
financial policies." 

Cambodia has been promised more 
than US$1.5 billion in foreign aid since June 
1992, but only one third has been received 
so far. The foreign assistance is critical, ac- 
counting for nearly half of the US$350 mil- 
lion budget passed in January. 

Nor are logging revenues easy for the 
Finance Ministry to forgo. Timber receipts 
amount to US$40-50 million a year, accord- 
ing to the ministry's figures. Under the 
June decree, those receipts would go di- 
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rectly into military coffers — presumably 
in addition to the nearly US$100 million 
currently allocated to defence and security 
in the annual budget. 

In addition to violating the IMF accord, 
the logging decree contravenes budgetary 
laws adopted by the new government, no- 
tably the Law of Financial Structure passed 
in December 1993. By creating a central- 
ised budget, these laws undermined the 
entrenched system of administrative 
fiefdoms under which provinces and min- 
istries — including the Defence Ministry 
— collected and spent their own funds. 

In addition to fuelling massive corrup- 
tion, the decentralised system had inhib- 
ited the government's ability to identify na- 
tional priorities and to monitor develop- 
ment projects — important requirements 
for receiving international aid. 

Representatives of multilateral lending 
institutions, which have been watching 
Phnom Penh closely to see if it has the po- 
litical will to implement the new financial 
policies, call the timber decree a step in the 
wrong direction. “It’s a big leap backward 
against the basic commitments to the IMF 
and world community," says one Phnom 
Penh-based representative. 

At the same time, however, these for- 
eign economists say they are confident that 
the decree will be reversed. The reason, 
they say, is that all parties in Cambodia, 
including the military, recognise that Cam- 
bodia can't afford to lose the confidence of 
international lending institutions and do- 
nor countries. "Eventually the government 
will give up because they need interna- 
tional support," says one foreign economic 
planner attached to the government. 

He predicted that a visit to Cambodia 
by a high-level IMF delegation in early Au- 
gust would end with a government agree- 
ment to revoke the timber decree. 

Though the decree is a serious breach 
of Cambodia's newly minted economic 
policies, most analysts say the country's 
economic planners have made remarkable 
progress in stabilising the economy and 
implementing structural changes since the 
new government assumed power last year. 
They credit the team of technocrats led by 
Finance Minister Sam Rainsy, many of 
whom are European-educated Cambodi- 
ans who came home to work with the new 
government. 

Though banditry and a low-intensity 
civil war plague commerce in wide areas 
of Cambodia, the economy is showing 
some signs of stabilising. An abortive coup 
attempt in early July had no impact on the 
exchange rate, which has remained stable 
since the start of the year. That was a 
marked change from the previous few 
years, when the riel fluctuated wildly in 
response to rumours of political instability. 
“The market shrugged it off as political lu- 
natics at play,” the foreign economic plan- 
ner said of the putsch. a 
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PROPERTY 


Space Race 


Is Jakarta’s real-estate market headed for trouble? 





By Henny Sender in Jakarta | 





and may be a scarce commodity in 

cities like Hong Kong and Tokyo, but 

in Jakarta there's plenty to go around. 
For that reason, most Indonesian corpora- 
tions have long been largely indifferent to 
their land holdings. That's changing. As 
elsewhere in the region, Indonesian con- 
glomerates are discovering that property 
can make the difference between vast for- 
tunes and mere wealth. 

"None of the groups wants to miss out," 
says Michael Haribowo, vice-president at 
the Modern Group, whose property arm 
went public 18 months ago. "Investors are 
pushing up the price of land. Property 
speculation will flourish. That's where the 
big money is." 

So, at least, hope the many people try- 
ing to engineer a real-estate boom in Ja- 
karta. But are they engineering a crash in- 
stead? Ever more residential and commer- 
cial properties crowd the city skyline, even 
though vacancy rates are already high and 
rents are falling. 

A gaggle of property companies is 
queuing up to list on the Jakarta Stock Ex- 
change. That usually happens when the 
market nears its top. Moreover, developers 
are using aggressive marketing practices 
more appropriate to a booming market 
than one threatened by oversupply. 

None of this guarantees a collapse, but 
recent figures aren't encouraging. Office 
vacancies stood at a high 13% at the end of 
December, according to Colliers Jardine. 
And they are likely to keep climbing for at 
least another year (see chart). 

To help out, developers are filling some 
of that space with affiliated companies. In 
1993, 41% of new office space was taken 
up by related tenants, a percentage double 
the previous year's. 

Developers seem to know they're deal- 
ing with a frothy market. That's one rea- 
son they've increasingly turned to 
preselling, a technique common elsewhere 
in Asia. Preselling minimises borrowing, 
no small thing in a country where the cost 
of funds can exceed project returns. 

Preselling "enables us to transfer the 
financial risk to buyers," says Kenneth 
Winn, corporate management adviser at 
Lippo Land, one of the country's largest 
real-estate groups. At Lippo Village, a 
mammoth residential complex in the sub- 
urbs of Jakarta, even places in the local 
school are presold. 

But that sort of aggressive marketing 
can backfire. When Lippo began preselling 


its Sudirman Tower office building a few 
years ago, it aimed to collect 50% of pro- 
jected revenues by the time the structure 
was 90% complete. Lippo failed, however, 
to acquire all the land needed to build to 
the height promised when marketing be- 
gan (building codes restrict height to a ra- 
tio of the site area). 

The smaller size left Lippo with less 
revenue — and some angry fund manag- 
ers who had invested in the company on 
the basis of Lippo's optimistic original sales 
projections. Lippo is not alone. Some de- 
velopers are more premature, says Winn, 
marketing units even before receiving con- 
struction permits. 

The government has implemented vari- 
ous measures aimed at getting things un- 
der control, but innovative Indonesians 
have grown adept at evasion. Mulia Land, 
one of the biggest players in the property 
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Jakarta's rapidly changing skyline. 


Too Much of a Good Thing 
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market, once relied on loans from Bank 
Rakyat Indonesia (BRI), the country's larg- 
est state bank. Now that state banks are 
under strict instructions not to finance real 
estate, Mulia and BRI have worked out 
build-operate-transfer arrangements 
whereby Mulia builds and operates a prop- 
erty for, typically, 25 years, before transfer- 
ring the site to BRI. 

Bank Negara Indonesia is no less crea- 
tive: discouraged from lending to the 
Shangri-La Hotel, its pension fund pro- 
vided the financing instead. 

Private banks aren't supposed to 
finance the property activities of their 
group developers, but they effectively do 
so anyway. As home mortgages are still 
considered legitimate loans, Lippo Bank 
provides mortgage financing in Lippo Vil- 
lage — ahead of completion — and thus 
effectively finances its construction. 

The equity market is a popular source 
of financing — more popular now than it 
has been at any time since the 1989-90 
stockmarket boom. Market sources say that 
at least five companies — Mulia Land, 
Duta Pertiwi (the Sinar Mas group's real- 
estate arm), Suryamas, Jabobeka, and a unit 
of the Pudjiadi group — are hoping to float 
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initial public offerings this year. 

Much of the activity is opportunism. 
"The market was so strong in the fourth 
quarter of last year that underwriters felt 
they could float somebody's left shoe,” 
says a broker whose firm hopes to launch 
a real-estate deal later this year. 

But some of the equity-market activity 
reflects problems. Some property com- 
panies are so indebted to their group banks 
that pressure to list comes from the group 
itself. "Many groups just buy big pieces of 
land without thinking about the cost of 
developing them. There is no proper plan- 
ning,” says Modern's Haribowo. "They 
have no funds to develop them. They see 
the market as an opportunity to raise 
funds." 

Although the real-estate market peaked 
a year or so ago, groups are still trying to 
build up their property holdings. Those 
firms without significant landbanks are ac- 
quiring them by a variety of shortcuts. 

One of the more popular is the so-called 
land swap, in which developers — particu- 
larly well-connected developers — cut 
deals with government or military offices 
occupying prime property. In return for 


relocating the original occupant, the deve- | 


loper gets the right to redevelop the site. 
As the listing line grows, however, so 
do doubts about the market's fundamental 
strength. Market sources say that Mulia 
Land, one of those going public, has cut 
back the amount it hoped to raise to a more 


| TRADE 


Home Truths 


| Japan's high building costs undermine housing imports 


modest Rps 71 billion (US$33 million) from | 


Rps 588 billion, amid scepticism from ac- 
countants about valuations that some felt 
were too aggressive. 


Only one property company, Ciputra | § 


Development, is trading at or above its net 


asset value (NAV). Duta Anggada Realty, | f 


along with Ciputra considered the most 
experienced of the property plays, traded 


at an 89% premium to its NAV in January. | 


It's now at a discount. Dharmala Intiland 
shares have plunged more than 40% in re- 
cent months, twice the drop of the overall 
market. 


The doldrums have increased pressure | 
on the government to make it easier for | 
foreigners to buy real estate. Some say that | 


will be crucial to avoid a glut of condo- 
miniums now proliferating on what were 
recently dirt lanes off major business con- 
duits. Proposed changes are already circu- 
lating in the capital. 

In the meantime, everybody is hoping 
demand will rise to meet supply. That may 
be optimistic: Jakarta developers are not 


the cohesive bunch that their Hong Kong | 


counterparts are, and they show no signs 

of curtailing their aggressive building 
lans. 

“In Jakarta property, 


" 


says Craig 


Williams, director of JLW Asia, “the heart | 


overrules the head. If they want to build, 
they do it regardless of the market situa- 
tion." 
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By Sachiko Sakamaki in Tokyo 





o the import-promotion team at the 
Japan External Trade Organisation 
(Jetro), the prospect of importing 
American-made timber homes seemed a 
relatively easy way to help reduce Japan's 
trade surplus with the United States. 
Houses, after all, are the most expen- 
sive item that many consumers will ever 
buy. Imports of prefabricated houses in kit 
form — priced at Y6-9 million (US$61,000- 
92,000) each for an average-sized Japanese 
house — looked just the ticket for filling 
the trade gap. Moreover, Japan's housing 
market is huge. Including condominiums, 
home-builders recorded 1.5 million hous- 
ing starts in 1993, compared with 1.3 mil- 


Pre-fab house: false hopes. 


lion in the U.S. The steadily strengthening 
yen, which makes imports cheaper, pro- 
vided additional encouragement. 

So Jetro, an agency of the Ministry of 
International Trade and Industry (Miti), 
launched its first promotional campaign to 
market the kits in Japan. In a ¥2.9 billion 
effort, it’s building model homes and pro- 
viding low-interest loans for importers. 

That, however, has been the easy part. 
In an experience that echoes the complaints 
of frustrated foreign exporters, the agency 
has run into a maze of entrenched private- 
sector interests and government red tape. 
What's happening to Jetro's import cam- 
paign also sheds some light on what makes 
Japanese homes expensive. 

Combined, the obstacles threaten to 
snarl Jetro's attempts to reach its goal of 
importing 50,000 housing kits over the next 
five years, up from 1,565 in 1993. At to- 
day's prices, the effort would add more 
than US$3-4.5 billion in imports for the 
period. 
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The major problem Jetro faces is mort- 
gage financing. One of the most likely 
sources of home loans for the kinds of peo- 
ple that would want to buy house kits is 
the Housing Finance Corp. The govern- 
ment-owned body offers low-interest, 
fixed-rate loans to home buyers — but it 
doesn't include foreign-made prefabricated 
homes in its list of eligible structures. 
Charles Barnes of the American Plywood 
Association calls this "the biggest obstacle" 
to promoting home materials. 

Despite the relatively low price of the 
kits, the high costs of land and labour in 
Japan take away any advantage they may 
enjoy at dockside. According to a Miti offi- 
cial, the average price for an imported 
house measuring 100-150 square metres is 
¥20-30 million when construction costs are 
included. The same-sized Japanese home 
costs Y16-27 million. When land is in- 
cluded, the cost soars to Y40-50 million. 

“The problem is . . . how to lower the 
housing price in general," says Koichi Ishii 
of trading company Mitsui & Co., which is 
one of the importers of the units. Because 
most Japanese owner-occupied houses are 
custom-made, building techniques typi- 
cally require a web of relationships be- 
tween contractors, subcontractors and spe- 
cialised craftsmen. 

Another obstacle confronting Jetro is the 
regulatory jungle that results from having 
at least six government bodies overseeing 
different parts of the housing sector. For 
example, Miti and the Ministry of Agricul- 
ture must approve all imported basic ma- 
terials, with the government even specify- 
ing the number and kinds of nails to be 
used. The government says the rigorous 
standards are justified to protect home- 
owners from faulty or dangerous work. 
But they also suppress competition in the 
home-building industry. 

A Jetro council in late June urged the 
government to relax the standards for 
housing loans and building materials. 
However, there’s little sign that costly and 
inefficient home-building methods are 
about to be overhauled. 

Some housing-industry analysts are 
sceptical that Jetro will meet its import pro- 
jections. Masaharu Sakuta of the Japan Re- 
search Institute estimates the imported- 
housing market will at most triple within 
three years. 

Jetro officials acknowledge that custom 
and tradition are strong barriers to change. 
“Imported housing won't become the 
majority of Japanese homes," says import- 
promotion chief Shusaku Hirano. u 
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Taking Stock 


New York markets woo Chinese companies 





By Nigel Holloway in Washington - 


hen Paul Chow first took up his 
W job as chief executive of the Stock 
Exchange of Hong Kong in 1991, 
he was fond of describing the colony as 
“the New York of China.” You hear the 
phrase less from him these days now that 
New York itself is hot on the China trail. 
In October 1992, Hong Kong was up- 
staged by the New York Stock Exchange 
(NYSE), which listed shares in Brilliance 
China Automotive nine months before 
Hong Kong began its own China offerings. 
And with another eight China issues under 
its belt (five of them 
on the over-the- 
counter market), 
New York is pre- 
paring to welcome 





e 


five more stocks traded in Hong Kong NYSE and HKSE tradi 
an rading 
from next month. ADR price (US$) volume as % of free float 
The first of these, 50 70 
Shandong Huaneng Shanghai Petrochemical 
Power Develop- 45 60 
ment, is a novel 40 50 


public offering. The 


owner and operator 35 
of three power sta- 

tions in the north- 30 
eastern province of 25 


Shandong will be 
the first Chinese 
utility to float its 
shares overseas. 
But the deal is a 
pioneer in a more 
controversial way 
as well. Although 
it’s not the first 
American Depositary Receipt (ADR) issued 
by a Chinese firm whose underlying stock 
is listed in New York and Hong Kong, 
Shandong Huaneng does break new 
ground because its financial statement reg- 
istered with the United States Securities 
and Exchange Commission (SEC) contains 
only one year of accounts. Commission of- 
ficials say they cannot recall a previous reg- 
istration of accounts that covers only one 
year of a firm’s operations. The NYSE is dif- 
ferent: it approved Shandong Huaneng for 
listing based on one year’s audited ac- 
counts and unaudited results for the two 
previous years. Normally an issue requires 
a three-year track record in order to float. 
The offering has raised hackles in Hong 
Kong, where some investment bankers 
suggest that the U.S. is lowering its regula- 
tory standards to lure Chinese companies 
to its shores. American authorities deny it, 
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Most Shanghai Petrochemical shares are 


— Shares traded in Hong Kong — Shares traded in New York 
Source: Datastream, BZW 


arguing that there is more than enough 
business to go around. 

"There's been a huge lowering of stand- 
ards,” grumbles Julie Craddock, head of 
Asian equity capital markets in Hong Kong 
for British stockbrokerage Barclays de 
Zoete Wedd. "Surely it would not have 
been difficult to have provided pro-forma 
statements going back before 1993." Pro- 
forma statements provide financial infor- 
mation consistent with international ac- 
counting standards but based on data from 
companies in non-Western countries. "I 
don't think there are many stock exchanges 
that would allow a company to get away 
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with one year's financials," adds Craddock. 
That's certainly true in Hong Kong, where 
all nine H shares, as the China stocks are 
known, have had to provide three years of 
audited statements. 

One reason for the SEC’s flexibility is 
that it has pushed hard to establish close 
relations with its counterpart, the China 
Securities Regulatory Commission. The 
SEC will provide technical help for the 
development of the Chinese capital mar- 
ket. 

Officials at the SEC and the NYSE deny, 
however, that they have lowered standards 
to accommodate more China issues. An SEC 
spokesman says that an exception to the 
three-year rule could be granted where a 
company can show that providing the pre- 
vious years' financial data would be "vir- 
tually impossible," or that there had been 
such big changes within the company that 
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even if those records existed, they would 
be meaningless. Á 

Shandong Huaneng seems to fall into 
the latter category, sources say. Account- 
ants from Arthur Andersen in Beijing la- 
boured for more than a year to apply U.S. 
generally accepted accounting principles to 
Shandong Huaneng's financial results. The 
utility was not incorporated until June 27, 
1994, and consists of three power stations 
that are owned by different state entities. 
The plants were merged into a single com- 
pany in which those entities will continue 
to control 70% of the stock after the listing. 
The first power plant began supplying elec- 
tricity in 1973, a second in July 1991 and 
the third last November. 

Mary Yee, an analyst at Smith Barney, 
Harris Upham in New York, says inves- 
tors will be concerned that Shandong 
Huaneng is providing only one year of 
financial information. But the more impor- 
tant factor for them is the rate of return on 


New York Stock Exchange: China shop. 


assets promised by the company, she says. 
According to the preliminary prospectus, 
the tariffs agreed upon with the Shandong 
Power Bureau allow the company to 
charge a high enough amount for its elec- 
tricity to produce an annual rate of return 
of 15%. 

Not everybody in Hong Kong's invest- 
ment community is critical of the U.S. au- 
thorities’ decision to relax their reporting 
requirements. “It’s good to see the SEC be- 
ing a bit flexible," says William Ebsworth, 
chief investment officer of Fidelity Invest- 
ments Southeast Asia in Hong Kong. "But 
we hope that the [U.S.] authorities will 
hold the China companies to the reduced 
standards," he adds, noting that Brilliance 
China has denied repeated requests from 
Fidelity in Hong Kong for an annual re- 
port. Yee, however, says she has had no 
trouble in receiving an annual report in 
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New York from Brilliance China or infor- 
mation from the three NYSE-listed ADRs, 


Shanghai Petrochemical, Ek Chor China | 


Motorcycle and China Tyre & Rubber. 

Shandong Huaneng’s offering should 
be well received next month, analysts say, 
because it is a power supplier in a country 
where electricity demand is growing rap- 
idly. "Utilities are very popular with inves- 
tors, because they are private monopolies," 
says an investment officer at a multilateral 
agency in Washington. 

But whether Shandong Huaneng's 23.4 
million ADRs will be heavily traded is an- 
other matter. That's because New York is 
not the “natural” home for such issues, 
says Craddock. She cites the example of 
Shanghai Petrochemical, the only company 
to be listed in both Hong Kong and New 
York. After the first week of trading in July 
last year, volume in Hong Kong outpaced 


New York three to one, she says. Shandong | 


Huaneng, by contrast, will be listed only in 
New York. 

So will there be a giant sucking sound 
in Hong Kong as China stocks seek capital 
in New York? Analysts say it is unlikely 
because the colony's advantages as a fund- 
raiser for China outweigh those of the Big 
Apple. Geographical proximity is an asset 
that's hard to beat. 

"There certainly are rivalries" between 
Hong Kong and New York, says Richard 
Borisoff of Paul, Weiss, Rifkind, Wharton 
& Garrison, whose New York law firm is 
involved in the US$300 million Shandong 
Huaneng deal. “If China wants to go ahead 
with plans to raise hundreds of billions of 
dollars for its infrastructure, it can't do it 
all on the Hong Kong stock exchange. And 
New York is the most prestigious of all the 
world's markets." 


Ray Pellecchi, an NYSE spokesman, cites | 
several reasons why firms such as Shan- | 


dong Huaneng want to list in New York, 


among them access to the U.S. capital mar- | 


ket — including 50 million individual in- 
vestors and 10,000 institutional investors — 
liquidity provided by its auction system 
and high investor recognition. 


Still, it’s unlikely the colony's position | 


as the main capital market for China will 
be threatened. Matthew Harrison, head of 
research and planning at the Stock Ex- 





change of Hong Kong, says U.S. investors | 


want a local (i.e, Hong Kong) listing for 
China stocks as well as one in the U.S. 
Hong Kong is where such stocks are best 


understood, he adds, and where there will | 


be liquidity over the long term. 


China “is the main focus of attention" | 


for Hong Kong, “whereas New York has 
other interests as well," says Harrison. That 
point was driven home when the REVIEW 
tried to talk with executives at Morgan 
Stanley, Goldman Sachs and Merrill Lynch 
about China ADRs. In each case, the ques- 
tions were referred to their offices in Hong 
Kong or Singapore. a 
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Gay New World 


Thai housing developer tries risky niche marketing 





By Gordon Fairclough in Bangkok 





ong is the ideal customer for a new 

Í resort community being built out- 

side Bangkok. He's educated, well- 

to-do and — most important — gay. "I 

want a place where I can relax and be my- 

self, where I can hold my boyfriend's hand 

in public and I won't have 

to worry," says Tong, a 31- 
year-old magazine editor. 

He says he's found that 
place in Flower Town, a 32- 
hectare housing develop- 
ment nestled among the 
mountains of Nakhon Rat- 
chasima province, about 
160 kilometres northeast of 
Bangkok. Flower Town, be- 
ing built by housing deve- 
loper Wachira Royal Val- 
ley, is Thailand's — and | 
perhaps the world's — first | 
community marketed ex- 
clusively to male homo- 
sexuals. 

With Thailand's resort- 
property market becoming more crowded, 
Wachira decided it would have to try 
something new. Rather than build just an- 
other weekend getaway with mountain 
views, the company chose to target gay 
buyers. For project manager Dejdeow 


Tp 


Flower power. 
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Srichai, it’s an obvious market niche. 
"There are hundreds of thousands of gay 
people in Thailand," he says. “They have a 
lot of purchasing power, and no one is de- 
signing projects that meet their needs." 

Homosexuals are fairly well accepted in 
Thailand, but many prefer to stick to the 
same “don’t ask, don’t tell” policy now 
applied by the United 
States military. Increas- 
ingly, however, gay peo- 
ple’s preferences are being 
openly acknowledged and 
catered to, at least in the 
service sector. Bangkok and 
other Thai cities have res- 
taurants, bars and night- 
clubs that attract a pre- 
dominantly gay clientele. 
Gay magazines appear to 
be flourishing. 

For Dejdeow, a commu- 
nity like Flower Town is 
the obvious next step. 
Nearly a third of the 
project’s homes have al- 
ready been booked, mostly 
by gay professionals looking for a retreat 
from the aggravations of Bangkok. For 
Wachira, the level of interest is a vindica- 
tion of its marketing strategy. 

“This is a paradise for gay people,” con- 
tends Dejdeow as he ticks off a list of 


amenities on his bejewelled fingers. All are 
familiar to middle-class Thais: swimming 
pool, tennis courts, gym, snooker club, dis- 
cotheque, karaoke lounge, massage par- 
lour, grocery store and 24-hour security. 

Flower Town will comprise 74 single 
houses, 86 two-family houses, 266 row 
houses and 350 condominium units in five 
eight-storey buildings. Houses all sell for 
Baht 1.5 million (US$60,000); condos for 
Baht 530,000. After it's finished in Septem- 
ber 1995, Dejdeow expects at least 2,000 
people will use the development. 

Critics of the project charge that it will 
be little more than a live-in bordello. The 
company's advertisements do little to dis- 
pel the notion. One brochure says the re- 
sort staff of handsome young men have 
been chosen to "give you any kind of serv- 
ice you desire." 

АП employees will be gay, Dejdeow 
says, though they won't be for sale. De- 
spite the sometimes-negative publicity the 
project has received, Dejdeow says there 
have been no complaints from nearby vil- 
lagers. “They are very open-minded,” he 
maintains. 

Bankers are less so. Dejdeow says his 
company, which has developed several 
residential projects in Bangkok, has had to 
finance the project itself, investing Baht 250 
million. It hopes to turn a profit of about 
Baht 300 million, he says. 

One real-estate analyst says the project’s 
success probably hinges on whether gay 
people will worry about being identified 
as homeowners in Flower Town. “If peo- 
ple think it’s okay, if they aren’t worried 
about there being a stigma attached to it, 
then probably the project will be quite suc- 
cessful,” she says. a 





NEPAL BUDGET 


Populism Sidelined 





By Kedar Man Singh in Kathmandu 


It will probably take more than tax con- 
cessions to divert Nepalis’ minds from 
the political crisis enveloping their gov- 
ernment and the monarchy. Unsurpri- 
singly, therefore, the Koirala administra- 
tion’s Rs 39.9 billion (US$805 million) 
budget for fiscal 1994-95 has drawn little 
reaction despite its populist tone. 

For a start, there was no parliamen- 
tary debate. The budget was imple- 
mented by royal decree, the House of 
Representatives having been dissolved 
by King Birendra amid turmoil in the rul- 
ing party. Most Nepalis, meanwhile, are 
fixated by the unfolding political drama 
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— thousands have protested in the 
streets at the King’s decision to let Prime 
Minister Girija Prasad Koirala stay as 
caretaker until elections in November. 
The budget, which applies to the fis- 
cal year that started on July 16, is 17% 
bigger than the previous year’s. With in- 
flation in single digits, that’s a sizable real 
increase. Among its treats: Perhaps 40% 
of the country’s small farmers will see 
their land-tax liability cut by 90%, while 
the tax rate on property rental income 
falls to 15% from 40%. More populist still 
was a cut in duties on saris and cotton 
products (half of Nepal's voters are 
women). Tourists will also benefit; the 
US$40 visa fee was slashed to US$15. 
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On spending, outlays on "regular" 
items such as defence and the police, ju- 
diciary and civil service will leap 49% to 
Rs 18.8 billion. This is largely due to a 
transfer of Rs 4 billion in education 
spending to regular from development 
expenditure. The latter remains nomi- 
nally static at just over Rs 21 billion — 
though, given the transfer, it is a net in- 
crease. 

Despite the giveaways, revenues are 
forecast to climb 18% to Rs 22.4 billion. 
(The government hopes that, as in the 
past, lower taxes will reduce incentives 
for corruption, thus ensuring more 
income reaches public coffers.) The 
shortfall will again be met mainly by 
foreign assistance. Finance Minister 
Mahesh Acharya expects Rs 15.6 billion 
in loans and grants, up 18%, leaving a 
gap of Rs 1.9 billion to be covered by 
domestic borrowing and an increase in 
alcohol and tobacco taxes. п 
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INDUSTRY 


Take That 


South Korea challenges Japan’s shipbuilders 





By Nam Yuchol in Seoul 


or South Korea’s shipbuilders, 1993 
Е was а memorable year: they won 

nearly 4096 of new orders in the 
world and pulled ahead of Japan in the 
race to become the world's biggest ship- 
builder. 

Japan has re-assumed the lead so far 
this year, thanks largely to a fleet of five oil 
tankers ordered by Saudi Arabia from 
Mitsubishi Heavy Industries, but its hold 
on the No. 1 spot looks increasingly tenu- 
ous. That's largely because the soaring yen 
makes Japanese ships more expensive and 
thus less competitive. 

Exploiting their advantage to the hilt, 
South Koreans are moving aggressively to 
capture more market share, through ag- 
gressive bidding and unprecedented ca- 
pacity expansion. The next few years could 
shake Japan's shipbuilding industry to its 
foundation, and put South Korea on top 
for good. Or it could leave the South Kore- 
ans with lots of expensive, underused ship- 
building capacity. 

The South Korean strategy of pouring 
profits into further expansion typifies the 
strategy of the country's giant conglomer- 
ates, or chaebol. For three decades the coun- 
try's investment rate has been one of the 
highest in the world, with much of the 
money poured into expanding production 
of steel, cars, electronics and ships. 

Whether that strategy works in ship- 
building will go a long way towards deter- 
mining the financial fortunes of three of 
South Korea's largest business groups — 
Hyundai, Samsung and Daewoo — for the 
balance of the 1990s. Shipbuilding is a cy- 
clical industry in which South Korea's 
hopes of winning market share rely largely 
on taking business from Japan — and that, 
in turn, rests largely on faith that the Japan- 
ese yen will remain strong. 

Hyundai Heavy Industries, already the 
world's largest shipyard, plans to increase 
its annual capacity by nearly half to 3.7 
million gross tonnes (gts). Samsung Ship- 
building & Heavy Industries aims for ca- 
pacity of 1.2 million gts, more than double 
current levels, allowing it to build chemi- 
cal ships and larger crude carriers. 

The massive expansion planned for the 
shipbuilding industry is a far cry from the 
situation in the late 1980s, when South Ko- 
rean shipyards struggled to cope with soar- 
ing labour costs and a strong currency. 

In 1989, Daewoo Shipbuilding & Heavy 
Machinery, South Korea's second-largest 
shipyard, teetered on the edge of insol- 
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vency. Only a government rescue package 
saved the firm, whose precarious financial 
situation threatened the very existence of 
the Daewoo group, South Korea's fourth- 
largest chaebol. Daewoo, chastened by the 
experience, is the only one of the big three 
shipyards that is not boosting capacity. But 
record profitability at the shipbuilding unit 
in recent years has buoyed the entire Dae- 
woo group. 

Soon, investors will have a chance to 
share in the company's improved fortunes. 
Belatedly bowing to the terms of the 1989 
government bailout, Daewoo's unlisted 
shipbuilding unit will merge with its listed 
subsidiary, Daewoo Heavy Industries, on 
October 1. 

Although many analysts worry about 
the scale of South Korea's shipbuilding ex- 
pansion, investors see nothing but good 
news. Hyundai Heavy Industries recently 
received permission to issue shares, after 
more than a year of delays caused by the 
government's unhappiness with the politi- 
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cal ambitions of group founder Chung Ju 
Yung. 

Hyundai still has problems. Its workers 
are among the most militant in the country 
and even in this relatively quiet year for 
labour, they have been on strike for more 
than a month. But even the work stoppage 
has failed to damp investor enthusiasm for 
shares of the biggest firm in the industry. 
The shares, which began trading over-the- 
counter on July 4, more than doubled by 
July 23, to Won 72,000 (US$89). 

Analysts say a recent OECD agreement 
on ending government subsidies will have 
no impact on South Korea, which has al- 
ready halted such support. And OECD anti- 
dumping provisions, analysts here insist, 
apply more to Japan than to South Korea 
(see accompanying story). 

Still, not everyone is so sanguine about 
the feverish rush to expand capacity. "If 
their ambition is to beat Japan in the race 
for a first place," says Yang Seung Ho of 
Lucky Securities, “our shipbuilders need 
not rush for new investment." It would be 
better, he says, to improve productivity. 

Maybe, but this is a game played by 
chaebols whose business decisions are of- 
ten driven by deep-seated rivalries with 
other groups. When one goes into ship- 
building or cars, the others quickly follow. 
What results is a protracted struggle for 
market share, one that earlier governments 
might have interceded to temper. These 
days, however, Seoul is bent on deregula- 
tion. The battle, therefore, is likely to inten- 
sify. 

“No matter what happens in the fu- 
ture,” says Koo Bon Yong, director of ship- 
building at the Ministry of Trade, Industry 
and Energy, “the government will not in- 
tervene.” 

So far, growing bigger hasn't necessar- 
ily meant growing richer. Capturing more 
of the world market has required paring 
already thin margins. In 1993, Korean bids 


Victory at Sea 


Korean shipbuilders win more orders as the yen appreciates 
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Source: Jardine Fleming 
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About to expand. 


for new orders undercut Japan's by 30%, 
and ship prices per gross tonne averaged 
US$770, down from US$1,081 in 1992. The 
yen’s surge this year should make things 
easier, but last year's success came at a 
heavy price: combined net profit for the 
three top shipbuilders plunged 15.7% to 
Won 495 billion, according to the Korea 
Shipbuilders Association. 

To be sure, say analysts, Japan will re- 
main a formidable foe. Its rebound this 
year owes much to increased productivity 
and a willingness to slash prices. And 
though South Korea is fast catching up in 
terms of skills and management efficiency, 
Japanese shipyards are still 50% more pro- 
ductive per worker, says Chung Tae Uk, 
senior analyst for Jardine Fleming Securi- 
ties in Seoul. 

Japanese analysts claim South Korea's 
recent success says more about exchange 
rates than it does about Korean productiv- 
ity. "Japan's weak competitiveness is just a 
temporary phenomenon," predicts Akira 
Sato, analyst with Nomura Research Insti- 
tute in Tokyo. Send the yen back to 120 to 
the dollar, he says, and South Korean ship- 
builders would soon find themselves with 
lots of extra capacity. 

For now, however, the expansion is at 
full throttle, and when it's over South Ko- 
rea's production capacity will total 7 mil- 
lion gts, compared with Japan's 9 million. 
According to Nomura, that would leave 
annual worldwide production at 27-29 mil- 
lion gts by 1995, far exceeding the esti- 
mated 20-25 million in total demand. 

South Korea's expansion, therefore, 
could well force a restructuring among 
Japanese shipbuilders, some of whom 
would have to diversify into other sectors 
or close down altogether, Japanese analysts 
say. South Korean shipbuilders, however, 
say there's no reason to fear a global ca- 
pacity glut — they're adding only 2-3 mil- 
lion gts to an estimated 21 million — un- 
less Japan expands likewise. п 
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Shape Up to Ship Out 


OECD shipping pact bans subsidies, dumping 





By Shada Islam in Brussels 


sian shipyards worried about a 
A international price and 

subsidy war can breathe easier fol- 
lowing the aid-slashing deal concluded by 
major shipbuilding nations in Paris. 

The pact, painstakingly negotiated over 
five years within the OECD, bans the Euro- 
pean Union practice of injecting millions of 
dollars in government aid into the ship- 
building sector. South Korea, Japan and 
Western OECD members, excluding France, 
have endorsed the agreement. OECD offi- 
cials say they will seek to ensure that other 
shipbuilding nations such as China and 
Malaysia also abide by the new rules. 

"We see it as a balanced agreement," 
says a senior OECD official who helped 
clinch the final accord. "Everyone gets 
something, but everyone had to give some- 
thing in return." The agreement takes ef- 
fect on January 1, 1996, after all participat- 
ing countries have formally ratified it. 

But the deal's impact is expected to be 
felt immediately. Officials predict that the 
agreement will help reduce trade tensions 
between the EU and the United States, 
(which had threatened to penalise subsi- 
dised foreign vessels entering its ports), 
and limit new capacity being built in a 
market already over-supplied. 

South Korea and Japan welcomed the 
EU's promise to eliminate all competition- 
distorting national subsidies. EU officials 
admit that Brussels authorised its member 
states to give about US$2 billion in aid for 
the shipbuilding sector from 1988-90. South 
Korea and Japan do not provide direct sub- 
sidies to shipbuilders, but the EU has ac- 
cused Seoul of dumping ships to increase 
its market share. Although the OECD does 
not back the EU 
claim, there was a 
clear trade-off be- 
tween Seoul's deci- 
sion to accept the 
anti-dumping code 
and the EU's agree- 
ment to end subsi- 
dies. 

Tokyo, mean- 
while, says it is 
committed to revis- 
ing its "home credit 
scheme" | under 
which shipowners 
get preferential in- 
terest rates for or- 
dering ships at do- 
mestic yards. Home 
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No more special favours. 


credits can now be provided only on the 
same terms as export credits. 

The new pact prohibits all subsidies ex- 
cept for selective spending on research and 
development. Subsidies already granted 
will be permitted after the ban takes effect 
in 1996. But they will be limited to ships 
under contract before the end of 1995 and 
delivered before the end of 1998. 

Under the new anti-dumping mecha- 
nism, shipbuilders accused of selling their 
vessels at below-cost or unfairly low prices 
will be subject to fines. In the past, such 
penalties have been imposed on importers, 
not on shipyard owners, something that 
experts say has not stopped the practice. 

If shipbuilders refuse to pay the fine, 
the agreement authorises the importing 
country to impose counter-measures. 
These can include a ban on all vessels 
manufactured by the offending shipyard 
from loading or unloading goods in its 
ports. “This will be a powerful disincen- 
tive to dumping," the EU official contends. 
"Shipyards that dump their vessels could 
find their ships placed on a black list." 

The agreement also sets up an interna- 
tional dispute-settlement procedure, simi- 
lar to mechanisms existing within Сан. 
Under the system, signatory countries can 
request that a review panel be set up to 
investigate suspected violations of the 
agreement. 

The pact also sets stricter rules for ac- 
cess to government-sponsored export- 
credit insurance and other export guaran- 
tees. The U.S., meanwhile, has agreed to a 
cap of 200,000 gross tonnes annually on 
capacity built under the Jones Act, which 
reserves the U.S. domestic shipping mar- 
ket for U.S.-built boats. 

French shipbuilders, echoing the pro- 
tests against the 
Uruguay Round's 
farm-reform meas- 
ures made last year 
by French farmers, 
are opposed to the 
OECD pact. Paris 
has told its EU 
partners that it 
wants major revi- 
sions in the agree- 
ment. French ship- 
builders say they 
want to eliminate 
all home-credit 
schemes com- 
pletely and insist 
that the Jones Act 
be scrapped. a 
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UNITED STATES 
Honda to Expand 


Japanese car maker Honda 
said it plans to double its 
vehicle exports from North 
America to 150,000 by 1999. 
Honda expects to hire an 
additional 1,150 employees to 
support production increases. 
The US$310 million expansion 
is intended to cope with the 
yen’s strengthening against the 
U.S. dollar in recent years, 
which has made cars 


produced in the U.S. cheaper. 


CHINA 
KFC Fined 


Authorities fined a Beijing 
branch of the Kentucky Fried 
Chicken (КЕС) fast-food chain 
Rmb 1,000 (US$115) for under- 
reporting staff incomes. The 
company said local 
management had failed to 
account for a salary rise in 
income reports. Branch 
president Zhang Deye and 
two other KFC executives also 
were fined an undisclosed 
amount. 


Satellite Launched 


Beijing successfully launched 
the Apstar-1 satellite on a 
Chinese Long March rocket on 
July 21. The American-built 
satellite, owned by the China- 
controlled but Hong Kong- 
based APT Satellite Co., will 
transmit TV signals for 
Chinese and Western 
broadcasters. Japan protested 
the launch and threatened 
unspecified retaliatory 

action, claiming that 

Apstar-1 would interfere 
with its own satellite's 
transmissions. 


China Unicom Network 
China Unicom, the nation's 
second telecoms company that 
was recently launched, will 
invest more than Rmb 100 
billion (US$11.5 billion) during 
the next five years to build its 
own telecoms network, said 
the China Daily. Unicom 
President Zhao Weichen said 
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Honda in the U.S.: big surge. 


his firm hopes to capture 10% 
of China's long-distance 
market and 30% of the mobile 
market by 2000. 


PHILIPPINES 
Aid Pledges Tallied 


Donor governments meeting 
in Paris under the auspices of 
the World Bank pledged 
US$5.6 billion in official 
development assistance to the 
Philippines through the end of 
1995. Japan, which pledged 
US$1.5 billion under its 
Overseas Economic 
Cooperation Fund, was the top 
donor. 


CAMBODIA 
Rice Tariff Cut 


Phnom Penh has waived a 7% 
import duty on rice to offset 
soaring local prices. The 
country, which has been hit 
hard by civil war and 
unseasonal weather, expects a 
rice shortfall of 180,000 tonnes 
this year. The waiver will 
remain in place until the end 
of the year. 


JAPAN 
Steel for China 


Six of Japan's biggest blast- 
furnace steel makers clinched a 
new deal with the China 
National Metals & Minerals 
Import & Export Corp. to send 


up to 250,000 tonnes of steel a 
month to China at prices 3-5% 
higher than their last annual 
contract. The talks, which 
began in early May, neared 
collapse when the Chinese 
balked at the price increase. 
In a separate matter, Kobe 
Steel of Japan and China's 
Chengdu Engineering 
Machinery Group said they 
will form a joint venture to 
manufacture and market 
construction machinery in 
China. Kobe Steel said it will 
first make excavators, and 
plans eventually to produce 
1,000 units a year. 


SOUTH KOREA 
Posco Unveils Plan 


Pohang Iron & Steel said it 
will spend Won 15.6 trillion 
(USS19 billion) to expand its 
crude-steel capacity by 5.9 
million tonnes annually by 
1999. The move by the 
country's largest steel maker 
will increase its annual 
capacity to 28.4 million tonnes. 


THAILAND 
Good-Behaviour Reward 


United States Trade 
Representative Mickey Kantor 
is considering restoring tariff- 
free treatment for some Thai 
goods to reward Bangkok's 
effort to strengthen its 
protection of copyrights and 
patents. The country lost duty- 
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free benefits in 1989 because of 
its weak protection of 
intellectual property rights. 
The Thai House of 
Representatives passed new 
copyright legislation in June. 
The bill is now before the 
Senate. 


TAIWAN 


Loans for China Steel 


China Steel has signed US$423 
million in loan agreements 
with Germany’s Kreditanstalt 
fur Wiederaufbau and Britain’s 
West Merchant Bank. The 
funds will help finance the 
state-run firm’s fourth 
expansion project, which will 
increase its output 60% to 
more than 8 million tonnes 
annually. The loan carries a 

5% interest rate and is one of 
the largest ever from European 
banks to a Taiwanese 
company. 


INDONESIA 
Investment Approvals 


Jakarta approved a record 
US$14.1 billion in foreign 
investment for the year to 
date, nearly a three-fold 
increase from the same 
period of 1993. A total of 178 
projects, including two oil 
refineries and one power 
plant, have been approved 
since January. 





Asian cement: estimated 
shortages & surpluses, 1994 
million tonnes 


WY SAQY19/2IHdYHO M3IA3H 





m E (ч 28 


poen Ж, Hong Kong 
WEI singapore 
EUMD Taiwan 
GE Malaysia 
Thailand — 
Indonesia um 





South Korea Гес 


Source: Wardley James Capel 


63 


BUSINESS 
































































Commodities Currencies US$1 worth: 
Previous 3months Year Spot Previous 3 months Year 
Latest sale to July 25 Latest week ago ago July 25 ratet weekt agot 
E Gold london. - - 3MJ5 — 38610 . 37290 -393.25 Comustrala - dolar — 5 13498 — — 1304 13924 14745 
Copper New York (3) Bangladesh’ ака _ 40.30 4030 — 40.20 3970 
Current delivery (July) 113.95 112.00 89.45 85.10 = Britain vpeud -— — 0694 . 0648 00700 ^ 06668 
Sept. delivery 11440 ; Brunei dollar 1.5095 151 1.5565 16172 
die — o о CURES < Buma ма 585 ETN 62857 
Current delivery (July) о 1483.00 152850 . 125850 120650 А Canada dola — 1 3775 1.3778 _ 13765 1.2812 
Tin Kuala Lumpur {1} — 1370 18.85 1419 — 126 france. Wang ^ BABB | — OL : 8891 
. New kr : uu : es Germany mark 15891 1.5402 1.6835 17241 
ren delivery иа). VM pa dest H0 65 irm = dobar: ae 7.7248 7.7268. 7.7548 
2 ; i indonesia ^ rupiah 2116700 2165-00 2,150.00 2,095.00 
peg Kuala Lumpur (8) Japan yen 98.58 98.65 103.17 106.60 
Current delivery (Aug. 351.50 322.50 255.00 208.00 : е iE ; : oe : ^ 
Sept. delivery 35150 Macau pataca 8102 сов 810 805 
2 Em E £ ETE Malaysia . dollar 25915 2.5045 2.691 25673 
uie с Опака 11) . . 98800 . 39800 33800 . 26000 Мера rupee 4926 4825 4925 458644. 
Palm Oil Kuala Lumpur (4) New Zealand dollar 1.6534 1.6742 1.74216 1.8089 
Current delivery (Aug.) 126800 1.20400 113800 85200 —Bakistan pee. 366194 306194 RSS 29.8201 
Oct delivery 123090. Papua N.G. kina 09415 0941 0.9579 0.977 
ССЗ P AS philippines ^^. peso 79633 26348 E 27585 27666 
218205 11:85 9.60 Singapore dollar 1.5095 151 1.5565 18172 
~ South Korea won 80260 807.30 80740. — 808.70 
Pepper S Sri Lanka rupee 47.789 47.653 7.633 47 A046 
Sarawak Asta bik 100% 272.50 272.50 237.50 195.00 Switzerland — tan — 1.23488 — 1307 1.433 e 
et oo ee D Taiwan NT dollar 26.585 26.5025 26.41 26.9585 
Current delivery (S 31500 31460. 3140 Thailand banl —— 20409 2495-59 2823 25.285 
(Dec de. | Communist China US$-Rmb 8.6335 HK$-Rmb 1.1175 Laos US$=Kip 720 
Maie — Е countries: Vietnam US$=Dong 10,981 
curent онш (Sept) Hr 236.60 23200 mE Other: Commonwealth of independent States US$=Rouble 2.034 
uc M eae i SDR1-US$14508 ECUI-USS1.2041 S$1-M$1.7165 Cambodia USS-Riel 3,500 
я нек. : `. Bangkok í 350 — 41500 37500 24200 *Official rate {Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd. for official rates 
Soyabeans | Chicago (5 | z я 
Current delivery (Aug.) 58500 61400 65860 72740 Currency Deposit and Bond Yields 
. е} E 
Бен den we = ы = ; | Eurocurrency and Asian currency unit deposit rates (%}ї 
боса 2 2 a E 1 3 6 12 10 year govt 
^ Current delivery (Sept. 474,00 152200. — 110400 July 25 month months months months bonds yield 
"Dec deve - 151400 уш 
Coffee USS: 44375 45875 5125 5.71875 723 
Current delivery (Sept. 21940 23475 8425 7245 Sterling 49375 5.0625 5.3125 5.9375 8.35 
Dec. delivery 222.95 Yen | 290 : 2125- 2125... 240605 436 
Petroleum у "s ЕРКО ОО ЕЕ Swiss Fr. 41875 425 4.34375 450 - 
; иык Tool  — — 14895 507 180 . Е Dm- 49375: 49375 4.9375: 5:0625 6.77 
-Brent ‘Condon (10) -— 1764 — 1798 .— 1586. AS 4.875 5.25 6.0625 6.75 9.63 
ie MS aig 2 j US$ an oz (31 US¢ alb (4) M$ a tonne (5) USe a 60 Ib bushel | so а bois ix ei Hs 
ز8‎ USt a 36 b bushel | (7) US$ a tonne (8) int 1RSS Me a kg {$} S$ a 100 kg (19) US$ a barrel : ` D 
(11: ВМО, Chittagong/Mongla, US$ a tonne Source: Telerate, international Jute Organisation Offered rate Source: Telerate, Salomon Brothers 
Economic Indicators, Selected Asian Countries 
Australia China Hong Kong india indonesia Japan Malaysia 
S9 TET мыны td. 25 : us e ; 
4 2134 58. 4) LTS 
des ut 45 9 Pu 58 TOU 26 84 
international Reserves {5} ; 
Latest US$11.59 (Apr) US$22.08b (Nov) US$28.9b (Dec 91) US$15.44b (Apr) US$11.37b (Jan) US$107.60b (Apr) US$34.24b (Feb) 
Year earlier US$10.53b US$23.28b па. 0997.330 US$10.88b US$79.97b US$16.81b 
| --UIS$1,05b (Feb-Apr- ^ КТ 0950.0 ( (Feb-Api) ET тый daran 25829 61b (Apren) ..-U8$0.01b (Dec-Feb) 
:--U8$6.05b. +U5$0.02b 4US$224b —— USD -US$0.260 
Meareader | 20991:916. SSE SS co 050 USSD. 90662548 с -4U5827.94b «880.615 
Exports (5) 
Latest 3 months US$10.50b US$23.06b US$34.89b 0556.256 0598.440; 05894 636 US$11.92b 
% change previous 3 months -10.1 155 «84 49 -12.2 +29 41 
‚% change year earlier 410 +175 +83 +132 50 +74 4156 
USg2410b — цз us иал Uses Usst 900 
277. +183 ER Eade FRB з 
+119 155 420.0 - s Gu390 c 525 
Ваѕе Jul 89-Jun 90=100 May 1993-100 Oct 89-Sept 9010012) 1982-100 Apr 88-Mar 89=100 1990.100 1990-100 
Latest 3 months index average 110.0 {Oct-Dec} 1213/1 (May! 145.0 (Apr-Jun) 264.6 (Feb-Apr! 155.4 (Apr-Juni 107.3 (Apr-Jun) 117.0 (Mar-May) 
% change previous 3 months +02 па. +23 +02 +17 +07 +0.6 
% change year earlier +19 3e 3 +7. 7 +61 +78 +1.1 +4. 0 
Rams em - spen May) enm (May) Mss ay) 
i aed : a т CEA : ee oe 






64 






FAR EASTERN ECONOMIC REVIEW 
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Stockmarkets 


в в a Taipei continues its upward march а т а Manila rises 2% а а a Hong Kong advances 
moderately а а а Kuala Lumpur edges ир = а в Tokyo sheds recent gain т = = Seoul, 
Singapore show little change in week ended on July 26 m m m 






















































































































































































: 
| Seoul note! Singapore 
4,000 New York 24,000 | | 1,000 Composite 8,000 | | 13,500 н کے سے ان‎ 1,000 Straits Times 
Dow Jones Index Index 
Industrial 
| зао Average 22,000 900 7,000 | 12,000 850 | | 1,350 _ 
20,000 800 6,000 | | 10,500 700 | | 1,200 
18,000 700 5,000 9.000 550 | | 1.050 
Taipei 
Weighted Index 
Tokyo 16,000 600 4,000 7,500 Hong Kong 400 900 DUE 
Nikkei Stock Hang Seng Index mur 
Average KLSE posite Index 
А. EEE T ше U 3 Ferre 14,000 500 EFTUETTCOLICOTUEMACYTUTYY 3,000 6.000, Өн МЕН о. ИУ МЕН МЕ. Нед С; Жр 77 | 250 150 У aoe "эм 90 ЕМ EY Ы 7 1,750 
SONDJFMAMJJA SONDJFMAMJJA | SONDJFMAMJJA SONDJFMAMJJA 
New York Tokyo | Seoul Taipei Hong Kong Shanghai Kuala Lumpur Singapore 
Index 3,735.68 20,345.37 Index 935.20 6,727.22 Index 9,194.36 388.75 1,008.31 2,206.04 
кааш = Г ЧЧ 7427 
Manila 
: Jakarta Colombo! 
1,800 Composite 3,200 | | 600 4,500 | | 2,800 " 2,100 | | 2.500 Wellington 2,500 
ран. fader Composite CSE Sensitive E | 2.500 _ anes Cited л 
1.600 2,800 | | 550 4,000 | | 2,500 1,800 | | 2,350 
1,400 2,400 | | 500 3,500 | | 2.200 1,500 | | 2.200 
1,200 2,000 | | 450 3,000 | | 1.900 1,200 | | 2,050 
Bangkok K hit E 
SET Index сас All-Ordii 
| 1,000 1,600 | | 400 Bombay 2,500 | | 1,600 KSE-100 Index 900 | | 1,900 rdinaries 1,900 
BSE Sensitive Index 
Index 
800 1,200 | | 350 2,000 | | 1,300 600 | | 1,750 1,750 | 
ILLUM T VT") a at od ee ee LESI EPI uS cx" NET SD E 5А E ЛЫ ДЕ 
SONDJFMAMJJA SONDJFMAMJJA SONDJFMAMJJA SONDJFMAMJJA 
Bangkok Manila Jakarta Bombay Karachi Colombo Sydney Wellington 
Index 1,346.50 2,728.52 Index 454.36 4,122.78 | Index 2,232.27 1,469.03 | Index 2,041.30 2,020.35 
Morgan Stanley Capital International Index = 623.5 (July 25) Source: tSmith New Court (Far East Ltd.) 
Interest Rates (%) 
Philippines Singa South K Taiw. Thailand Prime Interbank Interbank Interbank 
ppi sias ^ сасы July 25 lending 1 month} 3 monthst 6 months? 
3 98 49 6.03 73 Australia 9.50 f 553125 61718 
45 6-8 6.3 6.2 83 =— E 
Britain 5.25 5.1875 5.25 5.5625 
US$5.64b (Mar) US$50.45b (Feb) US$21.34b (Mar) US$87.26b (Apr) US$25.63b (Apr) 
US$5.78b US$41.47b US$18.64b US$84.93b US$21.79b Hong Kong 7.25 4.50 48125 525 
-US$1.78b (Feb-Apr)  -USS265b(Feb-Apr)  -US$0.90b (Apr-Jun) +US$2.00b (Apr-Jun) ^ -US$2.16b (Feb-Apr) г 1: ПЕНА «ASS ASI ы TRUM 
-US$1.89b -US$2.28b -US$2.61b +US$0.38b -US$2.71b Japan 440 
-US$1.57b -US$2.68b -US$0.63b +US$2.01b -US$2.45b j 
"3.00 2.125 2.25 2.25 
US$2.92b US$20.66b US$23.95b US$23.15b US$10.37b 
-5.4 +25 +20.1 +14.2 +85 Malaysia 6.85 440 440 4.68 
416.7 4147 417.0 +57 +19.5 
New Zealand 9.50 6.58 6.86 7.09 
ris UNE OMNE pc b sd Philippines — 1700 12875 128125 12375 
4153 4126 417.8 +63 +127 si 525 30625 4435 3625 
1988-100 Sept87-Aug88-100 1990-100 1991-100 1986-100 South Korea ++12.20 Е — — 
191.3 (Mar-May) 117.8 (Feb-Apr) 128.3 (Mar-May) 109.7 (Jan-Mar) 141.0 (Mar-May) 
+17 +07 +2. +10 +20 Taiwan 7.625 — =? =, 
49.9 43.2 36.0 +34 +54 
Thailand 11.00 9.00 9.00 = 
P453,02b/9) (Mar 2.31 Won 114.77t (М 10. i 
EM, Бисм) erii pd молии wi eei us. 725 450 48105 525 
NE. ^ 8 +152 +160 +138 ‘Long term "'Shottterm ++Monetary Stabilisation Bond (1 year) 
(6) fob (7) cif (8) Including petroleum (9) M3 (10) % change over past 3 months (11) One month Source: Official statistics 1Offered rate Source: Telerate and Review Data 


AUGUST 4, 1994 FAR EASTERN ECONOMIC REVIEW 65 





BUSINESS 








TOKYO 


SHROFF 





Thank You for Smoking 


recovery play. It doesn’t offer a fat divi- 

dend. And it’s not a candidate for asset 
stripping or a buyout. 

Yet when Japanese analysts and jour- 
nalists gather at Nomura Securities’ head- 
quarters on August 2 for a pep talk on the 
Tokyo Stock Exchange's first big initial 
public offering since last October, they'll 
no doubt find reason for enthusiasm about 
monopoly cigarette producer Japan To- 
bacco Co., commonly known as JT. 

Perhaps the story will centre on the for- 
midable cash flow generated by the 
world’s fourth-largest cigarette maker, in- 
cluding a nudge and a wink about the 
prospects in that nearby motherlode of 
smokers, China. Or maybe the value of the 
firm’s enormous property bank will be 
highlighted. Failing that, there's JT's no 
doubt promising pharmaceuticals business, 
flush with an R&D budget that’s grown by 
half since 1991. 

Or perhaps honesty will dominate the 
proceedings and the presenters will follow 
the lead of Masashi Hagihara, a JT manag- 
ing director who chatted with Shroff re- 
cently. He reckons investors will buy JT 
shares in the same spirit they did earlier 
offerings by two other formerly govern- 
ment-owned companies, Nippon Tele- 
graph & Telephone and East Japan Rail- 
ways. 

“Just as people use the telephone or ride 
the train every day," he reasons, “people 
smoke our cigarettes and like them." 

Unless the price attached to the govern- 
ment's sale of a third of its 2-million-share 
stake in JT is ultra cheap and offers a quick 
in-and-out profit, Hagihara's reasoning is 
about as compelling as any other. For if 
there is any justice in the world of Japanese 
investing, IT's drawn-out debut, which 
starts with a share auction in August and 
ends with the October listing, will meet 
with resounding public indifference. 

Just take JT's core tobacco business. 
Sales of Jr's 38 cigarette brands, which ac- 
count for 88% of its ¥2.7 trillion (US$2.76 
billion) in revenue, grew by meagre 0.7% 
last year. That's as good as it's ever going 
to get. IT cigarette sales will soon go into 


| ts not a growth stock. It's not a cyclical- 


secular decline due to a shrinking adult. 


population here as well as a long-overdue 
awareness of smoking's adverse health ef- 
fects. Pressure is also coming from foreign 
companies, which have gradually wrested 
market share from JT since import barriers 
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were relaxed in 1985. They now hold an 
18% share. 

Nor has JT been too swift at developing 
foreign markets — even those on its door- 
step, where such competitors as RJR- 
Nabisco and B. A. T have been making 
hay. Export sales fell sharply last year due 
to the soaring ven, and Jr's sole offshore 
factory (in Manchester, England) is awfully 
far from China, Taiwan and South Korea, 
markets in which Japanese brands have 
built up some cachet. Hagihara says JT has 
no plans either to buy or build more over- 
seas capacity. "JT has basically viewed 
overseas sales as a courtesy service for 
Japanese expatriate smokers, not as busi- 


‘Up in Smoke 
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ness area of great potential,” says Philip 
Rowe, a fund manager at Capital Research 
International in Tokyo. 

Then there are j1's fitful stabs at diversi- 
fication. It has invested hundreds of bil- 
lions of yen over the last decade to build a 
grab-bag of agri-business, beverage, phar- 
maceutical, real-estate and health-club op- 
erations that supposedly leverage JT's for- 
midable distribution network and its land 
bank. 

While accounting for 12% of revenue 
and the majority of pages in JT's annual 
report, these divisions at best break even, 
and most are losing money. The pharma- 
ceuticals business, which Japanese analysts 
cite for its promise and which mainly 
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churns out health drinks to an already 
saturated market, isn't expected to earn a 
return on investment for 10-15 years, com- 
pany executives acknowledge. 

In fact, the only way that JT managed to 
post even 0.4% averape annual earnings 
growth in the last five years is through 
cost-cutting. Hagihara boasts that the 
number of employees has fallen to 23,700 
from 34,800 since 1985, and that six facto- 
ries have been closed, leaving 26 in opera- 
tion. 

More disconcerting, though, for those 
who have come to equate partial privatisa- 
tion with a bit of free-market discipline are 
JT's many government-related obligations. 
JT is obliged to purchase roughly 50% of its 
tobacco from Japanese farmers at three 


times the world price. 


“yrs cost structure is and will continue 
to be controlled by the government," sums 
up Craig Chudler, managing director at 


, investment advisers Thomas Norton Asso- 


ciates in Tokyo. 

АП of this makes it unlikelv that JT will 
be managed with an eye towards pleasing 
its new shareholders once the public owns 
a third of the company. Hagihara confirms 
that JF plans to maintain a dividend payout 
of Y5,000 per ¥50,000 of issued stock. To 
the Finance Ministry, which holds the 
shares at par, that is a vield of 10%. For the 
investing public, JT would have to hit the 
market at around ¥330,000 a share to pro- 
vide a yield of 1.5%, which is comparable 
to that of Tokyo Electric Power. 

That's unlikely given the preliminary 
valuations being bandied about by Japan- 
ese brokers. They figure the Finance Minis- 
try wants the maximum price for its stake 
as long as it doesn't threaten the overail 
health of the market the way JR East did 
when its ham-fisted flotation knocked 
nearly one fifth off the Nikkei's value last 
October. That's why most reckon yr will 
debut at least at its book value, Y565,000, 
giving it a yield of around 1%, the same as 
the cash yield now offered by JR East. 

The more optimistic, who are weaving 
bright scenarios for JT's drug business, call 
for a growth stock-priced debut of 
X700,000-900,000. That's not good, reckons 
Shroff. The share price would collapse soon 
after and market confidence would suffer 
as a whole. Shroff would rather see FF come 
to market near book with a decent yield. 

Unfortunately, J1 can't follow JR East by 
sweetening the payback through addi- 
tional incentives. In the train company's 
case, shareholders received discounted 
commuter passes. But even the smoke-lov- 
ing Japanese probably couldn’t counte- 
nance the hand-out of free cartons of Mild 
Sevens. m Jonathan Friedland 
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CLASSIFIED ADVERTISEMENTS 


The Global Environment Facility (GEF), one of the newest and largest international environment funds, addresses (1) 
global warming mitigation, (2) conservation of biodiversity, (3) protection of international waters, and (4) reduction of 
ozone-depleting substances. The United Nations Development Programme (UNDP) seeks highly qualified candidates 
for the New York-based post of GEF Deputy Regional Coordinator (Climate Change) for the Regional Bureau for Asia 
and the Pacific (RBAP). 


Responsibilities: 

• Serve as RBAP's expert on global warming mitigation and climate change issues in the context of GEF; 
Provide strategic planning advice to RBAP in the development of the region's GEF Work Programme; 
Assist RBAP in the development and execution of global warming mitigation projects to be funded by the GEF; 


/ . 
É i u d * Critically evaluate proposals for possible GEF funding; Г : 
* Organize training programmes for government and UNDP personnel in Asia/Pacific developing countries on 


У - limate change and the global convention. 
Recional Lo. 
° ualifications: 


PhD and leadership in a climate change-related field, with background in environmental economics, and a broad 
М understanding of the wider field, e.g. end-use efficiency; energy production (including renewables); fuel and trans- 
Co Q Г inato f portation modes; methane reduction; biotic approaches to greenhouse gas reduction, etc.; 
Extensive record of technical publications (applicant will also be up-to-date on latest developments and literature 
in the field); 
Familiarity with Climate Change Convention through involvement in the process, preferably with some working 
C] ә ribus СІ E ge experience or special studies related to the FCCC; 
im d te 1а П JC Expertise in economic aspects of climate change, including calculations of "incremental costs"; 
M 5-10 years work experience in project design and implementation in the developing world, preferably in the 
Asia/Pacific region; 
G | ( y i Superior writing, communications and analytical skills; proven effectiveness in a fast-paced and competitive envi- 
J ronment; 
j » Fluent English and preferably another official language of the UN, at least one of the following: Arabic, Chinese, 
EL French, Russian, Spanish; 
E nvironment Well-versed in computers and telecommunications (especially electronic mail). 


3m Curriculum vitae and three professional references should be directed, no later than 31 August 1994, to: Chief, Recruit- 
E 1 cil [у ment, Division of Personnel, United Nations Development Programme, Опе UN Plaza, 18th Floor, New York, NY 10017, 

¢ USA, FAX (212) 906-5282. Reference: Deputy Regional Coordinator, GEF (VA/2138/94). Qualified women are encour- 
aged to apply. We will only be able to respond to those applicants in whom UNDP has a further interest. 
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"BACKGROUND mation, you invariably want it fast 
REVIEW ME ON HOW and accurate. The Review Index ena- 


bles rapid access to the most re- 


CLASSIFIED SECTIONS 'THEIR spected Asia-Pacific information 


source: The Far Eastern Economic 
TAKEOVER BID Review. Everything published 
during the preceding quarter, by 


LE] 
DEVELOPED. country, subject and date is detailed 


in the Review Index. 


The classifications available in this section are as follows; 
when booking, please state your requirements: 

This essential research tool also includes a cumu- . n 

lative annual edition. End hours of needless search- PRS 
ing. Subscribe now and receive your Review Index RE 
four times per year, including the cumulative annual 

at US$75 per year. A Dow Jones Publication 
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Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available, 
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Consumers THE ALL NEW, COMPLETELY REVISED AND UPDATED 


CHINA PHONE BOOK & BUSINESS DIRECTORY 
1994 July - December Edition 
A vital reference for anyone interested in doing business with China 
Published semi-annually to maintain the 
highest degree of accuracy possible ... 
1994 Autumn/Winter Edition – July-Dec (Available in July 1994) 
1995 Spring/Summer Edition - Jan-June (Available in Jan 1995) 


GIBRALTAR 
HONG KONG 
ISLE OF MAN 
MADEIRA 
MAURITIUS 
PANAMA 
S. IRELAND 
W. SAMOA 
Other jurisdictions and offshore trusts available 
on request. 
ALL CREDIT CARDS ACCEPTED 
For immediate service and free 60-page 
full colour brochure Contact 
COLIN FORSTER v 
Overseas Company Registration Agents 
Companies House, Ramsey, 
Isle of Man, IM99 4AN 
Tel:+44 624 815544 Fax: +44 624 815548 
PETER SIDNEY Esq 
72 New Bond Street, London W1Y 900 
Tel: +44 71 355 1096 Fax: «44 71 495 3017 
DIANA BEAN 
24 Raffles Place, 26-04 Clifford Centre 
Singapore 0104 
Tel: +65 535 3382 Fax: «65 535 3991 
ANDERS WADMAN, Solicitor 
2402 Bank of America Tower, 
12 Harcourt Road, Central, Hong Kong, 
Tel: +852 522 0172 Fax: +852 521 1190 
KEVIN MIRECKI Attorney at Law 
3501 Jamboree Road, Suite 2100, 
Newport Beach, CA 92660, U.S.A. 
Tel: +1 714 854 3344 Fax: +1 714 854 6967 
SUZANNE GUJADHUR, Barrister 
Les Cascades Building, 5th Floor, 
Edith Cavell Street, Port Louis, Rep. of Mauritius 
Tel: 4230212 9800 Fax: +230 212 9833 


onsumers in Indonesia, 

Malaysia, Thailand, and 

Vietnam are the focus of 
this reprint from 1992 and 1993 
issues of the newsletter Mar- 
ket:Asia Pacific. Population 
projections by age and sex to 
the year 2000 are included, 
along with information on pur- 
chase and media behavior in 
the region. 


77 pages ...... — ОЛ $95 


(includes shipping and handling ) 
Order Consumers in Southeast 
Asia from W-Two Publications, 
Dept. C., 202 The Commons, Ste. 
401, Ithaca, NY 14850 USA. Visa/ 
MC/AmEx. Telephone (607) 
277-0934; fax (607) 277-0935. 


* Over 16,000 listings of significant organizations in China 

* Lists of relevant Chinese organizations, foreign companies & joint ventures 
* Bilingual listings in English and Chinese 

* Full name, address, telephone, fax and telex number 
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Catalog of publications available. 


* Classified by provinces and categorized by major industry groups 
* Unique classified pages 





Business Opportunities Mail or fax to: The China Phone Book Co. Ltd., 


G.P.O. Box 11581, Hong Kong. 
Fax: (852) 5031526 Tel: (852) 508 4408 


JOINT VENTURE/INVESTMENT OPPORTUNITY Please print in block letters 
German-French engineering and R+D company with well-founded know- 
how, advanced technology and products (special machinery) is interested to 
transfer important parts of its business to an Asian country, including real 
transfer of technology and know-how to a capable partner as well as 
assistance in marketing and organisation matters. 

A qualified partner should be able to invest US $ 4 to 5 million in a joint 
European/Asian operation. 

For the technology and the new products exists a growing demand on the 
world market. Export quota up to 75%. 

Please reply to Box no. 0804, Adv Services Dept, G.P.O BOX 160 Hong 
Kong, or Fax no: GERMANY 49/5422/3267 


Name 
Company 
Address 


Fax 








China Phone Book 1994, Autumn / Winter edition 
(available in July 1994) 


China Phone Book 1995, Spring / Summer edition 
(available in January 1995) 


Price: Hong Kong: HK$460 + HK$48 (postage) 
Elsewhere: US$79 (inclusive of airmail postage) 
Save 15% for purchase 2 consecutive editions 
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DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
|. anywhere in the world. Also Bachelor's, 
Master's and Doctorate programmes 
inComputer Science, Economics, Edu- 
cation, Engineering, International Law, 
Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stetansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 


Miscellaneous 


Your Future In Canada 


invest Can. $ 100,000 in one 
of our Oil & Gas Funds or 
combine an investment of 
| Can. $ 250,000 with a 
Canadian Immigration Visa. 
CANADIAN ACCESS CORPORATION 
CAL GARY, AB, CANADA 
TEL: (403) 265-7379 
PAX: (403) 266-6100 


То place your classified 
ad, fax: Hong Kong 
(852) 5031537 or call: 


Hong Kong 5084473 
Singapore 2203720 
Tokyo 32932796 
Bangkok 3326400 
Sydney 3639736 
Jakarta 5736611 
Taipei 7677390 
Manila 8270821 
Seoul 2330852 
London 3340008 
New York 8086618 
Auckland 4130561 


Cost: 


US$84 per column centimeter 


Column Width: 

1 column 41mm 
2columns 88mm 
3columns 133mm 
4 columns 183mm 


Column Depth: 


Minimum 30 mm, maximum 230 mm 


University of St. Gallen 


The University of St. Gallen for Business Administration, Economics, Law and Social 
Sciences in Switzerland has vacancies from 1 October, 1995 or at an earlier date for 


Professor of International Management 


He or she will be in charge of the research, graduate and postgraduate courses and 
seminars for executive managers. The main expertise should lie in the practical 
implementation of general theories of management in relation to the global economy 
and to different cultures. 


The candidate should have an excellent command of the theory and practice of 
management, broad interests in interdisciplinary work, particularly in economics and 
the social sciences, as well as a sound grasp of empirical research methods. 


Professor of International Management 
(with special focus on (South) East-Asia) 


He or she will participate in the research, graduate and postgraduate courses and 
seminars for executive managers in the field of International Management. Moreover 
he or she will develop a research focus on the specific problems of management in 
(South) East-Asia. 


The candidate will have a broad theoretical knowledge in the field of management and 
neighbouring sciences. іп addition, a thorough knowledge of the distinctive social, 
cultural and economic characteristics of (South) East-Asia based on research and/or 
long-standing practical experience are required. 


Both professors will be board members of the Research Institute for International 
Management. Teaching language can be English or German. 


Applications should be sent by September 30, 1994 to the Rector of the University of 
St. Gallen, Professor Dr. Georges Fischer, Dufourstrasse 60, CH-9000 St. Gallen. 
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Willa Kim 
United States 





Theatrical Threads 





Daughter of Korean immigrants immerses herself in a 
production before designing costumes 





By Arthur Pais 


illa Kim had daydreams like any 
W iie kid growing up in a drab 

corner of Los Angeles. Playing 
outside the grocery store of her Korean- 
immigrant parents, Kim saw herself as a 
social worker, perhaps, or a lawyer for 
the poor. “I also knew I was very good 
with my hands,” she says, “and that I had 
a gift for sketching and painting.” 

Instead of studying social work or law, 
Kim parlayed that artistic gift into a ca- 
reer as an award-winning costume de- 
signer. She honed her skills at Los Ange- 
les’ Chouinard Institute of Art. Armed 
with a bachelor’s degree in fine arts, Kim 
then needled her way into costume de- 
sign, crafting an exceptional career on 
Broadway from her early, low-budget 
successes. In more than 30 years, 59-year- 
old Kim has dressed hundreds of stage 
stars for their role in the limelight. An 
eye for detail — which Kim says is part 
of her Asian heritage — and a knack for 
tailoring costumes to fit each production 
have won her kudos. 

Kim's shelves are a testament to her 
ability to wow audiences. Her collection 
of coveted trophies includes a pair of Tony 
Awards — the theatre equivalent of an 
Oscar — for costumes she created for So- 
phisticated Ladies (1981) and The Will Rogers 
Follies (1993). She copped the highest tele- 
vision accolade, an Emmy, for her work 
in The Tempest, a ballet based on Shakes- 
peare's work. And her creations for 
Promenade and The Screens received Drama 
Desk awards. 

Whether the production she's working 
on stars celebrities — like Follies’ David 
Carradine or Mac Davis — or new actors, 
like the players in Grease!, Kim gives it 
star treatment. She begins by carefully 
researching the story and its time period 
and familiarises herself with its charac- 
ters and their quirks. Then she designs 
costumes that reflect the mood and set- 
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ting. Well-designed costumes, Kim says, 
should make people curious about the 
characters in a show. 

Her research for Follies, the story of 
Will Rogers' rise from country bumpkin 
to Ziegfeld Follies' superstar, revealed that 
the legendary comedian was not a glam- 
orous person. But this was Broadway: she 
had to inject some glamour into Rogers' 
costumes. Her solution was a brilliant-red 
silk shirt, machine-washed until it gently 
faded. “One look at it,” she says, “and 
the audiences want to caress the shirt and 
the man on the stage." 

Working for Tommy Tune has been a 
high point in Kim's lengthy career. "Not 
only is he a great director and choreogra- 
pher,” she says. “He knows how to make 
glamour work best." Her 200 outfits for 
Tune's Follies, now on tour across the 
United States, include pink chiffon 
dresses, cowboy chaps trimmed in gold 
sequins, giant Indian headdresses stud- 
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Marla Maples іп Follies. 
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ded with ostrich plumes and maribou 
puffs, and a wedding gown replete with 
a 30-foot-long train of Chantilly lace. The 
New York Times' theatre critic Frank Rich 
labelled Kim's costumes "breathtaking." 

Costumes can make or break a theatri- 
cal production. That's why Kim often 
lands costume budgets worth up to US$1 
million. "It wasn't always like this," muses 
the diminutive, soft-spoken Kim. "When 
I came to New York in the early '60s, I 
could get work only for the smallest Off- 
Broadway shows." 


ne of her first projects was Red Eyes 

of Love. "I had a measly budget of 

US$250," she recalls. "And I took 
up the assignment without realising that 
I had to come up with 50 costumes." She 
stretched the dollars by scrounging 
around thrift stores and working long 
days and longer nights — sometimes 
sleeping in the theatre. "Surely, my fru- 
gal nature goes back to my childhood," 
she says. "I grew up with five siblings." 

Her husband, the late William Pene du 
Bois, a prize-winning writer and illustra- 
tor of children's books, wholeheartedly 
supported her. "But eventually, he real- 
ised that I was too committed to the thea- 
tre," Kim says, "and that was my fam- 
ily." The two separated. 

Kim's list of credits grew alongside her 
reputation as a terrific money manager. 
As a result, she has worked with most of 
the top directors in theatre and ballet. A 
director knows that whether he has 
US$10,000 or US$10 million to spend on 
costumes, he can rely on Kim to make the 
most of it. 

Though Kim considers herself largely 
a self-taught person, she credits her Asian 
genes for some of her creative talents. "I 
consider the whole world my oyster," she 
says. "But my curiosity about life, my 
ability to conjure exotic images. . . . АП 
these must have been inherited. They cer- 
tainly weren't taught." L| 
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hors are days when you feel like a boy scout who 


ADVICO YOUNG & RUBICAM 


just did his good deed”, laughs Adrian Gianetti, Private Banking, 
UBS. “Recently, a very good client of mine called from a trip to 
Florida. He had found his dream piece of real estate, but, alas, 
not enough change in his pocket and no local bank connection. 
We have a correspondent bank on the spot, though. A phone 
55 


call, and my client had both, the same day. 


(Fictitious name, authentic story) 
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SIEMENS 


Attending to Power Generation 


Needs in the Asia Pacific Regio! 





The rapid industrial and economic expansion in 
the Asia Pacific Region has lead to a sharp 
increase in the demand for more electrical energy. 
Everywhere, utilities are planning and building 
new and technically more advanced power plants. 


Traditionally, Siemens has worked in close 
cooperation with leading power utilities in the 
region and throughout the world by providing 
engineering and project management, installation 
and commissioning of turn-key solutions. As one 
of the world's leading suppliers of power station 
components for fossil-fired and hydro-power 
plants, we have also been involved in upgrading 
and refurbishing existing generating facilities. 


Today, we are even better equipped to serve the 
specific requirements of our utility customers in 
the region. 





With the formation of Siemens Power Generation 

Asia Pacific Sdn Bhd in Kuala Lumpur, our regional 1 7 
power engineering expertise and consulting 
capabilities have been strengthened. Highly quali- 

fied and internationally experienced engineers are 

ready to assist you in finding the best solution to 

your power generation requirements. 


Siemens (Pte) Ltd Siemens Power Generation Siemens offices in: 
MCS Asia Pacific Sdn Bhd Bangkok, Beijing, 

151 Lorong Chuan 19th floor Brunei, Hong Kong, 
03-01 New Tech Park Menara Tan and Tan Hanoi, Jakarta, 
Singapore 1955 207 Jalan Tun Razak Kuala Lumpur, Manila, 
Tel. (65) 284 3911 50400 Kuala Lumpur Seoul, Singapore, Taipei 
Fax. (65) 284 5733 Tel. (603) 264 4388 and Tokyo 


Fax. (603) 264 4833 


Converting energy into 
electricity. Siemens. 





LETTERS 


All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503 1530. 





Chile Out 
In your June 23 article Peru's ‘El Chino,’ 
you write that Chile is "the only Latin 
American" member of the Asia-Pacific 
Economic Cooperation (Apec) forum. 
This contradicts your coverage of the 
Apec summit last November [Dec. 2, '93], 
where you reported that Apec "decided 
to admit Mexico and Papua New Guinea 
to the organisation this year .. . and Chile 
next year." 
DONALD W. KLEIN 
Political Science Department 
Tufts University 
Medford, Massachusetts 


Our December 2 item is correct. Mexico 
and Papua New Guinea are also Apec mem- 
bers, and Chile will become a member later 
this year. 





VAT Lost 
Thank you for your article on the popu- 
lar opposition to the new value-added tax 
(VAT) law in the Philippines [Tax Trauma, 
July 21]. 

When I first heard about the proposal 


to enact a VAT law in the Philippines, I 
was sceptical that they really meant a 
“true” VAT law like the one in the U.K. 
The U.K.-type VAT requires sophisticated 
and well-policed internal cost-accounting 
systems in all sectors of the 
business community, be- 
cause only the “value 
added” is supposed to be 
taxable at each particular 
chain of the commercial or 
manufacturing process. 

I have not read an ex- 
tract of the VAT law passed 
by the Philippine Con- 
gress, but from news re- 
ports it seems to be noth- 
ing but a “national sales 
tax” which will hit hard- 
est the poorest Filipinos. It 
was, therefore, no surprise 
that the majority would oppose the im- 
position of more taxes while Ramos ad- 
ministration officials, Congressmen and 
Senators take off on junkets, spending not 
their own but the people’s money. 

EUGENE V. CORAZO 
Granada Hills, California 
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The tax man cometh: Ramos. 
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on a daily basis. 





again {ог more. The ANA Hotel. Where a rest is as good as a change. 





Nestling in the heart of Singapore's genteel embassy district lies an 
organisation dedicated to bringing businessmen back to life. Who have 
established a worldwide reputation for rejuvenating jaded bodies. And whose 


soothing qualities have resulted in many a traveller coming back again and 


| AX ANA HOTEL SINGAPORE 


16 Nassim Hill, Singapore 1025 Telephone 732 1113/235 6560 Fax 235 1516 








Malay Rules 

If a Malaysian-Chinese contractor can eas- 
ily get a contract to build a whole town 
or city in China, then why is he staying 
in Malaysia — building bus stops and 
public toilets? Or perhaps 
that Malaysian-Chinese 
politician referred to by 
Michael Vatikiotis [Malay- 
sian First, July 14] has 
failed to notice that politi- 
cal stability in Malaysia 
provided by the Malay 
leadership has brought 
more wealth to the Chi- 
nese than the Malays 

themselves. 
AHMAD ABDULLAH 
Cameron Highlands 
Malaysia 
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Fly Me 

I cannot agree with your July 28 editorial, 
Sacred Cows. Any comparison of United 
States and European airlines to Asian car- 
riers cannot ignore the ridiculous situa- 
tions at Air France, Continental, Sabena 
and, until it went under, Eastern, to men- 
tion only a few. A number of U.S. airlines 
have been allowed to operate under Chap- 
ter 11 protection for years, while they pur- 
portedly return to good financial health 
by selling tickets below cost — at the ex- 
pense, of course, of shareholders and 
creditors. 

In Europe, too, quite a number of air- 
lines would have to fold up their tents if 
government aid were discontinued. It was 
most interesting to note that Continental, 
an aggressive promoter of low-priced 
fares to Australia and New Zealand while 
under Chapter 11, soon withdrew com- 
pletely from the market once it actually 
had to make money! 

There are exceptions to this — South- 
west in the U.S., and British Airways — 
just as there are examples of bloated and 
inefficient operations in Asia. But to 
conclude that Asia's airlines should fol- 
low the lead of Europe and the U.S. is 
to look at only a small part of the pic- 


| ture. 


BOB ROGERS 
Hong Kong 
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EDITORIAL 


Come Ye Back to Mandalay 





Asean urges constructive engagement with Burma 


ung San Suu Kyi may be Burma's No. 1 prisoner. But 

with each passing day she spends under house ar- 

rest, she looks freer than the people who keep her 
there. 

We thought of this as we watched Burmese Foreign Min- 
ister Ohn Gyaw travel to Bangkok for Asean's annual get- 
together. Although the Burmese presence was largely nomi- 
nal — the actual invitation was extended by host Thailand, 
not Asean itself — Rangoon nonetheless saw this as a sig- 
nificant step on Burma's road back to international respect- 
ability. Doubtless the generals at the State Law and Order 
Restoration Council (Slorc) were further delighted by the 
split their presence provoked between Asean, which has 
opted for "constructive engagement," and the U.S., which 
pushes for continued ostracism. 

Still, it's not quite time for the members of Slorc to break 
out the champagne. They will find that constructive en- 
gagement has its costs as well as its benefits. Certainly they 
will try to control this process as best they can; already they 
have tried to monopolise various industries, and already 
traders are flouting their controls. But much the same might 
have been said about Korea in the 1960s. We very much 
doubt, for example, that Park Chung Hee envisioned, or 
even would have supported, a democratic South Korea 
when he took his first steps towards reviving his economy. 
There is no reason to suppose that in the long run a Bur- 
mese junta that opens its own economic doors will prove 
any more successful in resisting political evolution. 

The question is not whether the Slorc is anything more 
than a gang of thugs. The question is how best to deal with 
such a gang in a way that will foster genuine regional stabil- 
ity without punishing the population at large. In the past, 
the U.S. has tried two approaches in Asia: one towards post- 
1975 Vietnam, another towards Taiwan and South Korea. 
With regard to Burma, Washington has alas opted for the 
less successful of the two. For by insisting on a policy that 
none of its allies in the region will or can adhere to, the U.S. 
has only trapped itself — just as for a time Bill Clinton did 
on most-favoured-nation status for China. 

Much the same might be said about the Slorc. Doubtless 
when Aung San Suu Kyi was deprived of her rightful place 
in the government, Burma's ruling generals must have 
thought they had settled the issue. In fact they have only 
built up her credibility. 

Indeed, it is interesting to note that while the imprisoned 
Nobel Laureate has not changed her own views one bit, 
various Slorc leaders today are compelled to pay at least lip 
service to her courage, a back-handed compliment to her 
following among her countrymen (“I think of her as a 
younger sister," Lieut.-Gen. Khin Nyunt said to a visiting 


reporter earlier this year.) As the country opens up to trade | 


and Burmese have more intercourse with the outside world, 
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the regime will find that it literally cannot afford to keep her 
in jail. That, indeed, was the message delivered by Thai 
Prime Minister Chuan Leekpai to Mr. Ohn Gyaw during a 
private meeting in Bangkok. 

We have always argued that the rule of law is a keystone 
to prosperity, no less true for Burma than for anywhere else. 
Yet the rule of law almost always has been forged by the 
demands of commerce rather than preceding development. 
In the space of a few decades, General Ne Win's Burmese 
Way to Socialism took a rich nation to economic and politi- 
cal ruin. Its isolation then, of course, was self-imposed. 
Asean is right to suspect that isolation imposed from the 
outside would have the same result. " 


India on Hold 


Phone workers vs. privatisation 


wo cheers for India's striking phone workers. Usually 
; public monopolies justify themselves with the claim 

that they deliver public services that otherwise might 
not exist in a market environment. But the Indian telecom 
unions haven't the time for such nonsense. Instead, they 
have given notice that they intend to strike as of August 17 
if the government goes through with its plans to end the 
state monopoly on phone service. To put it another way, 
they oppose the government's plans to liberalise their in- 
dustry precisely because they know that they can’t provide 
the service to Indians that private phone companies could. 

Clearly India needs better phone links if it is to prosper 
and take its rightful place in the world economy. Clearly, 
too, it is not going to get it with the system now in place. 
Today the whole country has only eight million phones for 
its population of 866 million, and a waiting list of 2.5 mil- 
lion. Even the Philippine phone system, the butt of a thou- 
sand jokes and a stinging rebuke from Lee Kuan Yew, has 
managed to serve twice the proportion of people India's 
has. The good news is that the Rao government appreciates 
the problem. Ending the state monopoly here is just one 
part of a battle plan to stop pumping funds into a hope- 
lessly inefficient public sector. 

Never easy in the best of circumstances, in India the lib- 
eralisation of state-owned dinosaurs is even more difficult 
because of the country's de facto system of lifetime employ- 

| ment. Telecom workers have already struck once this year 
when the government first announced its plans to open the 
market, and they are likely to carry out their threat this 
time. For India, it will be a test of the government's commit- 
ment to reform. And for the rest of us, it should serve as an 
object reminder of how easily public enterprises graduate 





| into vested interests. m 
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Wherever he travels, Placido Domingo is accompanied 


Such are the demands 
upon his time of the 
major Opera Houses of 
the world that, wherever 
he travels, Placido 
Domingo takes with him 
a series of green bound 
books. Into these he 
writes his engagements 
three years ahead. 

Аз a singer, Placido 
Domingo has commit- 
ted almost one hundred 
different operatic roles 
to memory. 

He firmly believes 
this daunting repertoire 
1S necessary to attract 
the widest possible 
audience, so that he is able to fulfil 
his ambition of helping more people, all 
over the world, enjoy the music he loves. 

He has enthralled audiences from 
Covent Garden to China. And one 


legendary curtain call in Barcelona 


The Rolex GMT-Master Ш Chronometer in 18ct. gold. ; 





by his favourite instrument. 


lasted one hour and fifty 
minutes."It would have 
been easier,” he has said, 
"to sing the opera all 
over again. 

However, Domingo 
is а highly-respected 
conductor as well; a 
challenge he appears 
to relish. "The operatic 
conductor is like a 
Roman charioteer. He 
has a hundred horses 
on stage and a hundred 
horses in the pit. And he 
has to control them all.” 

To keep up with 
these ever-increasing 
demands on his time 
Placido Domingo, the Ambassador of 
Opera, relies on his Rolex. 

"This watch is perfect for те, he 
says," because, unlike me, it never needs a 
rest. You could say it is one of my Vj 


most prized instruments" ROLEX 


of Geneva 


Iso available in steel and 18ct. yellow gold or in stainless steel. 
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When the leaders of nations and celebrities 
traveled to the East, NYK provided the 
services to help make history. Today, too, on 

a worldwide scale but in the same tradition, 
NYK is making extraordinary advances.in 
shipping history with a fleet of some 400 ships 
including containerships, conventional vessels, 
tankers and specialized bulk carriers. Now. 
more than ever before, NYK services have 
expanded to meet the challenge of 

global economic interdependence. 


Borders between nations, between carriers, borders between products and 
between people and ideas are being dissolved. NYK's integration of global LINE 
logistics and megacarrier capabilities opens fresh vistas on the borderless society. NIPPON YUSEN KAISHA 
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We've but one 
billion dollars where 
others have only put 
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The time for just talking about global telecommuni- 
cations is over. 

BT and MCI are pooling S1 billion in resources to 
create Concert, the first company ever dedicated to making 
fully integrated global telecommunications a reality. 

This joint venture is a powerful partnership. BT is the 
UK's largest company, and one of the world's leading 


suppliers of international telecommunications. MCI is 
the second largest long-distance carrier in the US, and 
internationally one of the world's fastest growing. 
Concerts range of services are available through 
BT and MCI. 
The power to orchestrate global business telecom- 
munications is now yours. 


CONCERT 


Global Communications from BT and MCI 


FOR MORE INFORMATION CONTACT YOUR BT ACCOUNT MANAGER, OR CALL BT ON * 44 272 217217. CONFIRMATION OF THIS JOINT VENTURE IS SUBJECT TO REGULATORY APPROVAL 





In Other Words 





“ They say it recognises them 
when they see it, throwing up its 
arms and whistling. ” 
Tim Flannery, a scientist at the Australian 
Museum, describing the local tribe's 
reaction to the bondegezou — a newly 


discovered species of tree kangaroo in 
Indonesia’s Irian Jaya province. 


**| would open up the system 
completely to foreign investment 
with no rules at all except, of 

course, the rule of law. " 


Columbia University's Jagdish Bhagwati, 
adviser to Indian Finance Minister 








Manmohan Singh and an architect of 
India's three-year-old economic 
liberalisation. 


* | am convinced people who love flowers 
wouldn't go away without paying. ” 


Kimiyo Kobayashi, a 52-year-old Japanese housewife who 
sells cut flowers in an unattended roadside stall. 


“ Where do you think | learned it? ” 


Pakistani cricket legend Imran Khan, who admitted 
tampering with a cricket ball, after a friend expressed shock 
that an Oxford graduate could commit such an 
ungentlemanly deed. 


NEWS ITEM: AMERICA CELEBRATES THE 25TH ANNIVERSARY OF THE MOON LANDING. 


“If you analyse him in the context 
of Stalinism, he is not crazy. " 


South Korean film maker Shim Sang Okk, on 
North Korean leader Kim Jong II. Shim and his wife, 
two of the few outsiders who had personal contact 
with Kim, were kidnapped from Hong Kong in 1978 
and held captive in North Korea for eight years 
as part of Kim's bizarre attempt to build a 
movie industry. 


“1 do not consider her an enemy. ” 


Burmese military intelligence 
chief Lieut.-Gen. Khin Nyunt, on 





A ы 


у ому Nc 


5 days idling, 


and then 2 DAYS |7 


Hotway / 


PER МЕРС, 





democracy leader Aung San Suu Kyi 
as she enters her sixth year under 
house arrest. 


“ Go on, be a devil! Feel free 
to trash the place. " 


M. P. S. Puri, manager of the historic 
Long Bar at Singapore's Raffles Hotel, 
urging patrons to throw their peanut 
shells on the floor — in the world's 
cleanest city state. 





* Many people who are 
classified as children in 
Indonesia already have their 

own offspring. ” 


Indonesian Health Minister Sujudi 
on why he's reviewing laws that deem 
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NEWS ITEM: INDONESIAN GOVERNMENT ANNOUNCES FIVE-DAY WORK-WEEK FOR CIVIL 


SERVANTS. 


T. Sutanto/The Jakarta Post 


people children until they reach the 
age of 21. 


Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503 1530 
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Yen for Remorse 

Japan's Foreign Ministry is expected to 
announce shortly a programme for pro- 
moting human exchanges with Asian 
countries that were victims of Japanese 
aggression during World War II. The 10- 
year programme costing up to ¥100 billion 
(US$1 billion) will include measures to 
improve the status of women in various 
Asian countries and to encourage joint 
studies by Asian and Japanese scholars of 
war-related topics. Officials say that the 
idea of launching a human-exchange 
programme was triggered by Tokyo's 
remorse over the enforced prostitution of 
Asian women by wartime Japanese 
troops. 


Uncle Sam's Guests 


The United States Government is pay- 
ing for a 10-day trip, starting September 
20, for six councillors and two staff mem- 
bers of the Hong Kong Legislative Council 
(Legco) to look at the way the U.S. Con- 
gress and the Wisconsin state legislature 
are run. The Legco members invited are: 
Ronald Arculli, Zachary Wong, James To, 
Emily Lau, Peggy Lam and Roger Luk. 


Time Out for Watchdog? 


Close aides of Philippine President Fi- 
del Ramos have been trying to convince 
him that the recent squabbling within the 
Securities and Exchange Commission (SEC) 
represents an opportunity for him to get 
rid of the regulatory body's chairwoman, 
Rosario Lopez. In recent weeks, members 
of the commission have been openly hurl- 
ing charges of corruption against each 
other. Lopez has been very unpopular 
within the business community, many of 
whom feel that the SEC has become a major 
obstacle to the country's need to attract for- 
eign investors and develop its capital mar- 
ket. Ramos, though, would have to con- 
vince Lopez herself to resign, as it is un- 
clear whether the president has the author- 
ity to fire the sEC head. Under existing 
laws, the SEC is a “quasi-judicial body," 
with the head of the agency having a fixed 
term of office. 


One Point for PR 


Donor countries attending the World 
Bank's consultative meeting on Indonesia 
in Paris in late June were pleasantly sur- 
prised to find that Indonesia did not try to 
water down the language of the press 
release that followed the meeting's 
conclusion. On previous occasions of this 
annual affair, the Indonesians have lob- 
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bied to keep out from the final com- 
munique references to the human-rights 
situation in the country. This year, the 
press release noted that the picture on this 
score was far from perfect. This non- 
opposition was taken as sign that liberal 
elements in the Jakarta government are 
not in retreat. 


Watch Out, Guv 


The governor of Taiwan province, 
James Soong, faces an uphill battle as the 
candidate of the ruling Kuomintang (KMT) 
at the December election. Despite positive 
coverage by the pro-government news 
media during his 18 months as an ap- 
pointed governor and practically unlimited 
campaign funding, political observers say 


Wu: mainstream support. 


he remains unpopular with many mem- 
bers of his party's so-called mainstream 
who are loyal to President Lee Teng-hui. 
Mainstreamers are upset that Lee did not 
back the more popular Interior Minister 
Wu Poh-hsiung, who is a Taiwan-born 
Hakka and the highest ranking Hakka in 
government. 


Cosying Up to Karen 

The head of the Anglican Church in 
Burma, Andrew Myahan, is planning a trip 
to Thailand to help bring peace between 
Rangoon and the Karen rebel leadership. 
Myahan has the approval of Rangoon's 
military junta, the State Law and Order 
Restoration Council (Slorc), in his mission 
to talk to the Karen leadership. He plans to 
meet Karen National Union chief Bo Mya 
on the Thai-Burmese border. The Karen 
rebels are the last major insurgent group to 
hold out against the Slorc regime. Bo Mya 
and most of his leadership are Christians, 
and are believed to be on good terms with 
Myahan. 
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INDONESIA 
Filling the Void 


Australia has offered to 
provide additional training to 
Indonesia's armed forces to 
help compensate for cuts in 
United States military 
assistance, Australian Defence 
Secretary Robert Ray said on 
August 2. Australia and 
Indonesia are also considering 
setting up a joint venture to 
produce military armaments 
and equipment, he said. The 
U.S. curtailed its military ties 
with Indonesia last year over 
human-rights issues. 





INDIA 

Parliament Paralysed 
Opposition groups paralysed 
parliament in protest against 
Prime Minister P. V. 
Narasimha Rao's handling of a 
probe into a US$1.28 billion 
financial scandal. They said a 
government report discounted 
the responsibility of senior 
ministers for the 1992 scandal, 
where funds were diverted 
from the banking system 

and used to play the Bombay 
stockmarket. 





Rao: protest. 


Missile Tested 

The Defence Ministry test-fired 
a domestically developed anti- 
aircraft missile on August 1 
from the eastern Bay of Bengal 
coastline. The Trishul short- 
range surface-to-air missile is 
designed for use by the army, 
navy or air force. The 
government says it will go into 
service next year. 
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F16 fighter: new teeth. 


TAIWAN 
U.S. Arms Buy 


The U.S. Defence Department 
said it planned to sell 

Taiwan 80 electronic- 
countermeasure pods for its 
F16 aircraft. The deal is 
estimated to be worth US$150 
million. 

Off the Air 


The government closed down 
14 illegal radio stations in six 
cities with police raids on July 
29, provoking criticism from 
opposition figures and 
protests by hundreds of taxi 
drivers who listened to the 
“democracy” radio stations. 
Police used a helicopter to lift 
illegal transmission 
equipment off the top of one 
building in Taipei to avoid 
protesters who had gathered 
on the streets below, 
threatening violence. 


Hostile Reception 

Beijing's Association for 
Relations Across the Taiwan 
Strait has protested treatment 
of its representatives on their 
arrival in Taipei on July 29 for 
meetings on cross-strait 
issues. Several hundred 
protesters from the 
opposition Democratic 
Progressive Party pounded the 
car of Sun Yafu, deputy 
secretary-general of the 
association, who began talks 
with his Taiwanese 
counterpart on July 30. 


JAPAN 

Nuclear Potential 

Japan's Foreign Ministry urged 
in a secret 1969 document that 
Tokyo ought to maintain its 
nuclear weapons-producing 
potential, the daily Mainichi 
Shimbun reported on August 1. 
The Foreign Ministry verified 
the existence of the classified 
document, which was drawn 
up roughly a year after Japan's 
parliament had adopted a 
series of non-nuclear principles 
as national policy. 


PHILIPPINES 
Priest Freed 


In a gesture of cooperation 
with the government, the 
secessionist Moro National 
Liberation Front's guerillas 
rescued American priest 
Clarence Bertelsman on July 30 
on Sulu Island hours after he 
was kidnapped by members of 
the Islamic extremist group 
Abu Sayaff. 


Church vs. Ramos 


The Catholic Church has 
launched a campaign 
protesting President Fidel 
Ramos' population 
programme, claiming that the 
artificial birth-control methods 
the government is promoting 
encourage the use of abortion. 
Church leaders have called for 
a protest demonstration 
August 14. 
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СНІМА 
Tibetans Sentenced 


Beijing-controlled Tibet TV 
announced the sentencing of 
five Tibetan secessionists to jail 
terms of up to 15 years for 
putting up pro-independence 
posters and smashing a 
Communist Party building's 
plaque. 


Latvian Links 

Beijing agreed to reopen its 
embassy in Latvia. The move 
came after Riga agreed to close 
the Taiwanese consulate 
opened there in 1992, although 
formal Sino-Latvian ties had 
never been officially broken 
off. A joint Sino-Latvian 
communique signed in Beijing 
pledged to increase political, 
economic and cultural 
exchanges. 





SRI LANKA 

Tiger Attack 

A Tamil rebel attack on a 
military airport on the Jaffna 
peninsula on August 2 left one 
airman dead and a helicopter 
in flames. At least three rebels 
were killed, military sources 
said. 


Housing prices vs. incomes 
in selected Asian cities 
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Top, petrol-bomb stocks; right, unification march; bottom, encounter with police. 


SOUTH KOREA 








Children of Delusion 


Student displays of mourning for Kim Il Sung have outraged the 
public, triggering a backlash against radicals who control the 
student movement and take orders from Pyongyang. 





By < Shim Jae Hoon in Seoul 


n one university campus, posters 

eulogised Kim Il Sung as the 

"Bright Sun Shining on the Korean 
People," and praised his 1930s guerilla 
struggle against the occupying Japanese. 
On another, students set up an altar to pay 
homage to the Great Leader, who died July 
8 after half a century of despotic rule. 

These weren't scenes from North Ko- 
rea; they were at state-run universities in 
South Korea's capital, Seoul, and the oppo- 
sition-dominated city of Kwangju. 

Such unabashed worship of the late 
North Korean dictator has triggered an 
emotional backlash in South Korea, ignit- 
ing a fresh debate over the danger of leftist 
radicalism taking over the student move- 
ment. One businessman, echoing the pub- 
lic outrage over student support for Kim's 
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juche, or self-reliance ideology, suggested 
that all radicals should be dumped by 
parachute into North Korea, to remove the 
threat they posed to a free society. 

“Мо society tolerates an internal enemy 
that seeks to destroy its institutions from 
within," cried an editorial in the centrist 
newspaper Hankook Ilbo. Shouted the more 
conservative daily Chosun Про: “We should 
stop being spectators and do something" 
about the growing radicalisation of the stu- 
dent movement. 

The editorials reflected a sea change in 
the attitude of the South Korean media, 
many of which had been insisting for dec- 
ades that government was painting the stu- 
dents red in an attempt to outlaw dissent. 
But society now seems fed up with years 
of student demonstrations. "It is truly sad- 
dening to see our students disregard the 
collapse of socialism and the end of the 
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Cold War, and cling to an almost shaman- 
istic form of ideology," says Park Un Tae, 
an opposition legislator. 

It is now widely accepted in South Ko- 
rea that the student demonstrations are se- 
cretly manipulated by North Korea's rul- 
ing Workers' Party through its various or- 
ganisations, including the Socialist Work- 
ers' Youth League directed by Kim's son 
and successor, Kim Jong Il. 

What tipped the scales for many left- 
leaning South Koreans was the testimony 
on July 18 of Fr. Pak Hong, the Jesuit priest 
who runs Seoul's Sogang University, one 
of the seismic centres of student riots. He 
says evidence gleaned on trips to Beijing 
and other cities where North Korean 
agents are active confirms their role in di- 
recting the student protests in the South. 

According to Pak, a secret message link 
from Pyongyang to Seoul has run through 
Berlin, Tokyo, Beijing and even a hotel 
room in the Uzbek capital Tashkent. North 
Korea's coded instructions arrive at these 
points, and are passed on to the South Ko- 
rean student movement as fax messages 
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resembling business documents. 

Top student organisers also take orders 
by listening to the Voice of National Salva- 
tion, a North Korean radio station designed 
to foment unrest in the South, and from 
reading the official party organ, Rodong 
Sinmun. Both of these are readily accessible 
on university campuses in the South, 
though they are supposed to be monitored 
only by officially approved analysts. 

Pak's testimony was given credence not 
only because of its detail, but also because 
of his reputation as an outspoken critic of 
the problems that fuel student activism. “1 
love my students, but not the virus sicken- 
ing them," said the Jesuit. His stand 
quickly gained support from other univer- 
sity presidents who had been cowed in the 
past by shows of force by the radicals. 

In discussing the roots of student un- 
rest, Chang Ul Pyong, president of Seoul’s 
Sungkyunkwan University, was nonethe- 
less careful to stress that “our students are 
enthralled by Kim Il Sung's juche ideol- 
ogy, not Marxism-Leninism.” 

A mixture of high-octane na- 
tionalism and home-grown com- 
munist ideology, juche has 
proved irresistible to many South 
Korean students. Its claim to na- 
tional legitimacy is based on in- 
flated accounts of Kim Il Sung's 
anti-Japanese guerilla struggle, 
and his alleged success in keep- 
ing the North free from interfer- 
ence by bigger neighbours such 
as China and Russia. What the 
indoctrination sessions ignore is 
that it was the Soviet Union — 
not Kim's guerillas — that liber- 
ated the North from the Japanese. 

Juche's call for the ouster of 
United States troops from the South also 
strikes a strong emotional chord with 
young nationalists, though the troops' role 
is to prevent an invasion by the North. 
“The U.S. is a most pernicious influence in 
our country, Kim Byong Bin, a Yonsei 
University student leader, told a local 
magazine. "It penetrates our political, eco- 
nomic, military and cultural society, thus 
not only staining our national purity but 
also prolonging tension on the Korean pe- 
ninsula." 

Student unrest draws fuel from the eco- 
nomic disparities arising from the rapid 
industrialisation programme imposed on 
South Korea by a series of authoritarian, 
military-backed regimes. Those inequali- 
ties, combined with shame over the pres- 
ence of foreign troops, have led many stu- 
dents to believe charges that South Korea 
is being subject to "neo-colonialist" eco- 
nomic and military exploitation. 

Amid this climate of suspicion and frus- 
tration, juche ideologues have come to 
dominate the Hanchongnyon, or Federation 
of Korean Student Councils, which repre- 
sents some 1.4 million students and serves 
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as the main vehicle for campus protests. 

The dominant Hanchongnyon group is 
the so-called National Liberation Front, 
which calls the ouster of U.S. troops its 
most urgent task. The second-largest fac- 
tion is Marxist-Leninist, a group that claims 
that overthrowing the government is as 
important as ousting foreign troops. 

Recruitment and indoctrination tech- 
niques closely resemble classic communist 
methods. Potential activists are recruited 
by senior-class organisers through various 
campus activities such as reading circles. 
Indoctrination includes an introduction to 
Marxism and revisionist Korean history 
lessons that feed Kim Il Sung's personality 
cult. 

Then the motivation process swings 
into gear. Initiates are put to the test by 
being placed in the front ranks of demon- 
strators during street battles with police, so 
they can easily be arrested and jailed — 
part of the "hardening" process, the ex- 
perts say. Other students are sent to pen- 





Sometimes police become prisoners. 


etrate the labour movement, to radicalise 
workers. 

The most radical fringe of the student 
movement can be found in Kwangju, 
where some 200 people died in 1980 after 
troops opened fire on demonstrators pro- 
testing against the detention of opposition 
leader Kim Dae Jung. Viewing their peers 
in other cities as weak liberals, Kwangju 
activists have adopted a range of "mass 
struggle targets" ranging from the ouster 
of American troops to stopping the Na- 
tional Assembly from passing the Uruguay 
Round trade-liberalisation bills. 

In June, they shocked the country by 
descending on Seoul in trains that they 
forced to stop in the middle of the tracks, 
like American outlaws in Wild West mov- 
ies. Once in Seoul, they fought so fero- 
ciously against well-equipped riot police 
that they took 54 police as prisoners. The 
rioters so alarmed city elders that leading 
denizens such as Hong Nam Sun, a well- 
known lawyer who was among the lead- 
ers of the 1980 Kwangju Uprising against 
the military government, publicly con- 
demned them for excesses. 
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Kwangju's reputation for radicalism 
hasn't made life any easier for the students. 
Historically, the people of the largely rural 
Cholla region that includes Kwangju have 
simmered with animosity over discrimina- 
tion by the rest of the country. Now added 
to that, companies outside the region balk 
at hiring Kwangju graduates. 

With Kim Il Sung's death, Pyongyang's 
hold on the South Korean student move- 
ment should weaken, analysts of campus 
affairs say. They point out that worsening 
economic conditions in North Korea have 
tarnished his myth, while the recent publi- 
cation of Soviet and Chinese documents 
showing that he ignited the 1950-53 Ko- 
rean War has dampened the enthusiasm of 
some ordinary students. 

The increasing number of North Korean 
defectors fleeing to Seoul is meanwhile be- 
ing viewed in activist circles as evidence of 
political disorder in Pyongyang, students 
say. The most prominent recent defector 
was Kang Myong Do, a middle-ranking 
trade official who identified him- 
self as the son-in-law of Prime 
Minister Kang Song San. 

The media attack on student 
radicalism has driven many top 
organisers underground, while 
emboldening moderates — even 
in Kwangju — to speak out. 
"Times are changing, the world 
is changing, and so must our 
movement, which is oriented too 
much to the past and not enough 
to the future," says one Kwangju 
activist. 

In Seoul, leading activists con- 
cede that they have seriously 
damaged the movement by ex- 
posing their juche links in the af- 
termath of Kim Il Sung's death. It has al- 
lowed police to attack radical networks 
using the national security law, and has 
alienated many more-mainstream stu- 
dents. At Seoul National University, a well- 
spring of radical theory, students an- 
nounced they were withdrawing from 
Hanchongnyon in favour of a new organi- 
sation that will be inaugurated shortly. 

The dynastic succession of Kim Jong Il, 
especially contrasted with the ongoing 
democratic reforms in South Korea, could 
contribute to student disenchantment with 
Northern ideology, analysts say. The re- 
forms being implemented by the elected 
civilian government of President Kim 
Young Sam are taking the steam out of 
radical rhetoric that insists that a violent 
revolution is the answer to South Korea's 
social and economic ills. 

Police officials say that it is already be- 
coming harder for the radical movement 
to attract new recruits. АП this gives rise to 
hopes of a dramatic change in the mood 
on campuses across South Korea, which 
would allow moderates to take over the 
leadership of Hanchongnyon. " 
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NORTH KOREA 


Freeze the Waste 


The U.S. is bent on capping nuclear fuel 





By Nayan Chanda in Bangkok 


ill it or won't it? With North Ko- 
W- preparing to reprocess the 

spent fuel from its nuclear reactor 
into bomb-grade plutonium, a lot of anx- 
ious eyes are focused on Geneva as North 
Korean and American negotiators resume 
their talks on August 5. Will the United 
States succeed in heading off yet another 
lurch to the brink? 

A senior U.S. official says that Wash- 
ington's principal objective in the Geneva 
talks will be to ensure that North Korea 
upholds the freeze on nuclear activity 
pending negotiations promised by the late 
President Kim Il Sung. 

When Kim met former U.S. President 
Jimmy Carter in late June, he 
promised to freeze all nuclear 
activity pending negotiation of 
a package deal. As part of that 
freeze, North Korea kept the 
spent fuel rods in a cooling 
pond and allowed two inspec- 
tors from the International 
Atomic Energy Agency (IAEA) 
to stay on to ensure that the 
rods were not processed to ex- 
tract plutonium. The other ac- 
tivities covered by the freeze 
included the non-reloading of 
the five-megawatt reactor at 
Yongbyon and halting work 
on two others. 

Diplomats and experts say 
the North Koreans' attempt to 
back off from the freeze is de- 
signed to pressure the U.S. to 
grant their demands for diplo- 
matic recognition, security 
guarantees and economic aid. 
Leonard Spector, a non-proliferation expert 
at the Carnegie Endowment for Interna- 
tional Peace, says: "We have another test 
of North Korea's good faith — whether 
they will move towards a negotiated settle- 
ment or go for the bomb." 

Nuclear specialists say that the metal 
casings of the spent uranium fuel could 
corrode and create a radioactive sludge. 
South Korean Foreign Minister Han Sung- 
Joo says: "It is possible [that the North Ko- 
reans have a safety problem with the fuel 
rods] but we probably need to go through 
a process of verification in order to con- 
vince us that is the case." He also believes 
the North Korean plan to begin reprocess- 
ing ^is to manufacture another card" for 
bargaining with the U.S. 

The U.S., in fact, is planning to offer 
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technical assistance to North Korea to 
avoid reprocessing until a political arrange- 
ment is reached. Among the steps envis- 
aged by the U.S. are the sending of a sur- 
vey team to Yongbyon and taking mea- 
sures to slow down the corrosion of the 
metal casings. Monitoring equipment 
could also be left at the cooling pond to 
measure radiation levels. Washington 
hopes to strike a deal to remove the fuel 
rods from North Korea. In the late 1980s, 
the U.S. removed spent fuel from Taiwan 
to forestall its use in weapons. 

But sources say North Korea hasn't re- 
sponded to the U.S. proposal to remove 
the fuel rods and store them in a country 
that has facilities for safe storage. ^I doubt 
that they would allow the spent fuel to be 





Carter emerges from the North: a package of promises. 


taken out, especially at this stage,” says a 
senior American official. 

"The easiest thing for the U.S. would be 
to give North Korea negative security as- 
surances," asserts a South Korean official, 
who has been briefed by Washington. Such 
assurances would include the U.S. pledge 
not to use nuclear and conventional wea- 
pons to attack North Korea. "The U.S. 
would not normalise relations immediately 
but some gesture could be made. Setting 
up a liaison office may be an idea," he says. 
The U.S. could also offer to help North 
Korea obtain light-water reactors. 

The official says that Washington and 
its allies are looking into arranging the sale 
of two Russian-designed light-water reac- 
tors — each with a 440-megawatt capacity. 
The Russian reactors could be financed by 
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Japanese reparation payments for North 
Korea or by South Korea writing off its 
own Russian debt. However, the pledge of 
light-water reactors is unlikely to satisfy 
Pyongyang as it would take at least eight 
years to materialise and would not meet 
the country's short-term energy needs. 

Peter Hayes of the Nautilus Institute in 
San Francisco says the immediate delivery 
of a conventional generator could do the 
trick. He says the U.S. is preparing several 
options, including a survey team to assess 
energy needs and recommend ways to im- 
prove the efficiency of existing coal-burn- 
ing generators. 

South Korean officials maintain that 
Pyongyang may be demanding the light- 
water reactor to drag on the negotiations 
themselves and put in other bids for eco- 
nomic aid and international loans. U.S. of- 
ficials fear that without a deal, North Ko- 
rea could go ahead with reprocessing — 
which is allowed provided it is done under 
international inspection, but it would also 
provide material to Pyongyang for five 
more bombs. And as a U.S. official notes, 
Pyongyang can kick out the 
IAEA inspectors any time. 

Moreover, the reprocessing 
would violate the denu- 
clearisation agreement be- 
tween North and South Korea. 
"It would be difficult for us to 
go forward if the North Kore- 
ans abandon the Southern 
track," says the American offi- 
cial. Hayes of the Nautilus In- 
stitute points out that aban- 
doning the denuclearisation 
agreement would also remove 
the possibility for North Korea 
to inspect U.S. military bases 
to verify that there is no 
American nuclear threat. 

According to a South Ko- 
rean source, Pyongyang is also 
preparing to restart the Yong- 
byon reactor, which was shut 
down earlier this spring. “They 
say they need to reload the re- 
actor in order to provide heating to the 
people in Yongbyon during the coming 
winter,” the source says. Thermal energy 
of a reactor is normally used to heat water 
and turn steam turbines. In theory, steam 
could be used for heating. 

Carnegie Endowment's Spector says 
that the Russians had hooked their wea- 
pons-related reactors to a grid of pipes to 
heat homes. But no such grid exists in 
Yongbyon. The Seoul source insists there 
is no real justification for starting the reac- 
tor other than creating yet another bargain- 
ing lever for the North Koreans. "But we 
are taking a very firm position about that," 
he says. And reloading the reactor would 
be a serious breach of Pyongyang's pledge 
on the nuclear freeze, which in turn could 
end the talks. и 
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THAILAND 


Paid Back in Spades 


Opposition's no-confidence move trounced 





By Rodney Tasker in Bangkok 


pposition MP Vatana Asavahame 
has learned the hard way. You take 
on Foreign Minister Prasong Soon- 
siri in a parliamentary debate at your peril. 

Prasong, a former National Security 
Council chief, appears almost to enjoy deal- 
ing with anyone courageous enough to 
challenge him openly. So when the opposi- 
tion targeted him and three other govern- 
ment ministers in a parliamentary no-con- 
fidence motion, political observers ex- 
pected sparks to fly. 

And fly they did as the opposition ques- 
tioned the pipe-smoking foreign minister's 
role in allowing an American refusal of a 
visa to Vatana to become public. Vatana 
himself had challenged Pra- 
song to provide evidence of 
his alleged involvement in 
drug-trafficking. These were 
the grounds for the visa de- 
nial by the United States, 
widely publicised on July 1 
in a statement issued by the 
Bangkok office of the U.S. In- 
formation Service (USIS). 

The usis had announced 
that Vatana's application for 
a visa to visit the U.S. had 
been turned down under the 
Immigration and Naturalisa- 
tion Act because there was 
reason to believe he was in- 
volved in illegal drug-trafficking. The 
move provoked a public outcry because 
Vatana is not only deputy leader of the 
main opposition party, Chart Thai, but was 
a deputy interior minister under the 1988- 
91 Chatichai Choonhavan administration. 

Vatana filed defamation suits against 
the U.S. ambassador in Bangkok, David 
Lambertson, and USIS Director John Reid, 
saying the drug allegations were un- 
founded — even though the two are pro- 
tected against Thai court action because of 
diplomatic immunity. Then came the July 
28 parliamentary no-confidence debate. 

Vatana and his opposition colleagues 
questioned Prasong's role in the affair, in- 
sinuating that he was collaborating with 
the U.S. to besmirch the opposition's im- 
age. Another opposition MP, Mongkhol 
Chongsuthanamanee of the Chart Pattana 
party, had already been publicly denied a 
U.S. visa on similar grounds of alleged 
drug involvement. 

Prasong asked for his grilling to be held 
behind closed doors while he dealt with 
the issue. But the debate quickly became 
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Prasong: now hear this. 


public. The Thai press even published in 
full the U.S. State Department letter from 
which Prasong quoted to defend himself. 


The letter, which Prasong said he had | 


requested to provide further information 
about Vatana, stunned the House. It said: 
"The U.S. Government has extensive and 
reliable information relative to narcotics 
activities of Mr. Vatana Asavahame. This 
information indicates that Mr. Vatana has 
been involved with various aspects of 
narcotics-trafficking for more than 20 
years." 

The letter quoted by Prasong alleged 
that Vatana had not only assisted drug 
smugglers but had been active in the illicit 
trade in heroin and marijuana, benefiting 


financially. Prasong's revelation provoked | 


an opposition uproar, with 
Vatana claiming that Prasong 
was collaborating in a U.S. 
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though he himself had asked 
the foreign minister to pro- 
duce evidence. 


ticular had shot themselves 
in the foot. The U.S. State 
Department had said it was 


dence under the bilateral 
Mutual Legal Assistance 
Treaty, which requires Thai 
and U.S. officials to assist 
each other on criminal matters, if a case 
were launched against Vatana in Thailand. 
Although Thailand now does not pro- 
duce much opium and heroin, it is still a 
major conduit for drugs from Burma and 
to a lesser extent Laos to the West. Much of 
the drug-related activity in Thailand is in 
the north of the country. Local sources say 
Vatana has invested heavily in property in 
Chiang Rai, which is in that region. 
Predictably, Prasong as well as the three 
other ministers targeted by the opposition 





ready to provide further evi- | 


^hit and run" tactic, even | 


Clearly, the opposition in | 
general and Vatana in par- | 








in the no-confidence debate received a re- | 


sounding endorsement from ruling coali- 
tion ranks in the final vote. The U.S. has 
indirectly bolstered the stability of Prime 
Minister Chuan Leekpai's government. 
Some opposition MPs jokingly say they 
and their colleagues should now be wary 


of applying for a U.S. visa, while U.S. offi- | 


cials more seriously say there are still sev- 
eral Thai politicians on their drug-traffick- 
ing list — all of them members of opposi- 
tion parties. Either way, Thai opposition 
MPs have learned not to mess with 
Prasong. п 
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Your every business visit 
demands a setting о}... 


comfort with a touch o 
world charm. And grace refined 
through an experience of almost 


a hundred years. 


On your ever expanding business 
horizons, this is the setting that 
awaits you at Manila's most 


elegant hotel. 


‘There are perhaps a dozen incredible 
places you must see in the Orient. 
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SOUTHEAST ASIA 


Divide and Rule 


Beijing scores points on South China Sea 


By Nayan Chanda їп Bangkok 





hina's trip to the first gathering of 
( Asean's security forum was sup- 

posed to be like Gulliver's Travels: 
the Lilliputian countries of Southeast Asia 
would band together to tie down the much 
larger China, containing its claim to own- 
ership of nearly the entire South China Sea. 

That's not what happened. If anything, 
the Asean Regional Forum (ARF) was 
marked by significant gains for China, as 
individual Asean states moved towards ac- 
commodation with the regional power. 
Most significantly, the REVIEW has learned, 
a nascent Indonesian proposal that would 
have put a large portion of China's claims 
on hold was cold-shouldered by Indone- 
sia’s Asean partners. 

The so-called “doughnut formula,” as 
the Indonesian proposal is known, would 
divide the South China Sea in the shape of 
an elongated doughnut by projecting 320- 
kilometre exclusive economic zones from 
the shores of the littoral states. These states 
— Vietnam, Malaysia, the Philippines and 
Brunei — all claim wide areas of the po- 
tentially resource-rich sea and seabed. 

Only the hole in the doughnut — the 
middle of South China Sea, including the 
main islands of the disputed Spratly chain 
— would be discussed by competing 
claimants as an area for potential joint eco- 
nomic development. 

The proposal is grounded in interna- 
tional maritime law, but it was sure to be 
rejected by China, whose claims emanate 
out from the Spratlys to encompass almost 
the entire sea. China has offered to discuss 
joint economic development of the area, 
but only in one-on-one talks with compet- 
ing claimants — a format that would obvi- 
ously favour the larger country. 

“If the conditions for negotiations are 
not yet ripe, then we should shelve the dis- 
pute and start joint development of the 
area,” Chinese Foreign Minister Qian 
Qichen said. 

The Asean partners touched on the po- 
tentially explosive South China Sea dispute 
at their security forum, but they steered 
clear of criticising China. In fact, well- 
placed diplomatic sources say, some coun- 
tries have swung around to the Chinese 
approach. A senior Asean official who 
spoke on condition of anonymity said Ma- 
laysia now agrees that the dispute over the 
Spratly Islands would have to be resolved 
through bilateral negotiation. "Let's face it. 
China is too big and powerful. If it says it 
won't accept the multilateral approach 
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there is no point pushing that,” he said. 

China is unwilling to discuss the legal 
basis of its sovereignty claim, and ARF par- 
ticipants didn’t force the issue. Instead, an 
Asean official said, Asean countries stuck 
to topics such as air-sea rescue and confi- 
dence-building measures. “It was scientific 
and maritime cooperation, all non-contro- 
versial staff,” he said. “Everybody is reluc- 
tant to say anything that upsets the Chi- 
nese. The fact is, China has won.” The Phil- 
ippines even offered to host friendly vol- 
leyball games among soldiers of claimant 
countries stationed in different parts of the 
Spratly archipelago. 

“We would rather settle the sovereignty 
question, but the Chinese are not ready,” 


Indonesian 
proposal 


INDONESIA 
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Philippines Under-Secretary of Foreign Af- 
fairs Rodolfo Severino told the REVIEW. 
"They have never really defined the regime 
under which they claim the waters. АП 
they say is that ^we have sovereignty over 
the entire area.’ Of course if you consult 
the Law of the Sea that is nonsense. But 
China is a military power," he said. 
Under the Law of the Sea Convention, 
an archipelagic country has sovereignty 
over all the islands of its archipelago and 
the maritime territory in between them. A 
continental country, however, cannot auto- 
matically claim sovereignty over the area 
in between its coast and its offshore islands. 
Consequently, Indonesian Minister Ali 
Alatas said, Indonesia is watching closely 
to see how China draws its territorial base 
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line in the South China Sea. "We will watch 
very closely because we fear that China is 
arguing as if this [the Spratlys] is an archi- 
pelago. And she cannot argue like that," 
Alatas said. Beijing has signed, but not yet 
ratified, the Law of the Sea Convention. 

Hanoi, which has ratified the conven- 
tion, accused China of illegally claiming 
territory on Vietnam's continental shelf. 
Vietnamese Foreign Minister Nguyen 
Manh Cam said the Chinese argument that 
the Spratlys belong to China and hence the 
adjacent area also belongs to China contra- 
venes the Law of the Sea. In 1992, China 
granted an oil concession to the U.S.-based 
Crestone Energy in the area — called Tu 
Chinh by the Vietnamese — and promised 
the firm China's “full protection." 

In the past two years, Vietnam has found 
support within Asean for its efforts to con- 
tain China's ambitions in the South China 
Sea by presenting a common Southeast 
Asian front. "The possible ways and means 
of solving it [the maritime dispute] may be 
discussed at both bilateral and multilateral 
talks, but the final solution must be agreed 
upon by all the parties concerned," Cam 
stressed. But in the face of China's refusal to 
discuss the legal issues or to engage in mul- 
tilateral negotiations, that common front 
now appears to be fraying. 

Some Asean diplomats privately ac- 
cused Indonesia of upsetting China by try- 
ing to convert the unofficial workshops on 
the South China Sea it hosted in 1992-93 
into official forums. Alatas told the REVIEW 
that Indonesia's approach had been mis- 
understood. Jakarta has merely proposed 
that governments make input into some 
areas of cooperation agreed upon by the 
workshops, he said. Upgrading the work- 
shops to government level would be coun- 
ter-productive, he added, because that 
would prompt China to refuse to let Tai- 
wan attend. 

A senior Asean official familiar with 
Malaysian thinking suggested that Indone- 
sia may be trying to contain China through 
multilateral means because it has few other 
options to ensure security. “Multilateralism 
is their tool,” he said of the Indonesians. 
Malaysia, on the other hand, can 
strengthen cooperative relations with Bei- 
jing by offering significant amount of trade 
and investment, he said. 

That’s part of the reason Malaysia has 
rejected Indonesia’s “doughnut formula,” 
the official said. He said that a senior Indo- 
nesian diplomat, Hashim Jalal, had visited 
Asean countries in May and June to rally 
support for the proposal. Alatas confirmed 
the existence of the idea, but stressed that 
“it is still in a very, very tentative stage.” 
Asked the kind of reception the idea re- 
ceived, he said that “everybody is sort of 
wary” because they don’t want to be 
dragged into the bilateral territorial dis- 
putes pitting China against Vietnam, Ma- 
laysia and the Philippines. в 
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CAMBODIA 


City of Dreams 


Chinese firm's land grab almost succeeds 





By Nate Thayer in Phnom Penh 


C ambodian officials were envisioning 
a new Hong Kong rising from the 
rice paddies outside Phnom Penh, 
but they must have been blinded by the 
glare from the mirrored windows of the 
skyscrapers. 

The government came within inches of 
signing away the rights to a 20-square-kilo- 
metre plot on the southern outskirts of the 
capital to a Chinese company, and throw- 
ing in 200,000 immigrant visas for ethnic 
Chinese to live there. The company, ac- 
cording to documents obtained by the 
REVIEW, is controlled by senior leader Deng 
Xiaoping's son-in-law. 

The project called for more than US$1 
billion in Chinese investment to develop 
the land. But the proposal was remarkably 
vague about the shape of the massive 
project, containing almost no guidelines on 
how the money was to be used. 

The project nonetheless received the 
approval of at least eight Cambodian Gov- 
ernment entities over a 16-month period, 
including the National Investment Com- 
mittee, the Office of the Council of Minis- 
ters, and the governor of Kandal province. 
It was finally vetoed by the Council of Min- 
isters in July. 

If it had gone ahead as planned, the 
project would have effectively created 
Cambodia's fourth-largest city on the 
southern outskirts of Phnom Penh. Some 
supporters within the Cambodian Govern- 
ment imagined that it could replace Phnom 
Penh as the country's commercial hub. 

The force behind the project was the 
Overseas Construction Co. of the China 
Non-Ferrous Metal Co., referred to in the 
documents as CNFC. Wu Jianchang, Deng's 
son-in-law, is prominently referred to in 
Cambodian Government documents as 
CNFC's “manager.” 

Wu has wide-ranging business interests 
in China, particularly in Shenzhen, where 
he heads a major subsidiary of China Non- 
Ferrous Metal Co. He has established sev- 
eral other financial entities in the southern 
town, dealing among other things in prop- 
erty, gold, foreign exchange and stocks. In 
1991, Wu's companies reportedly recorded 
turnover of more than US$10 billion. 

Last year, CNFC formed a venture called 
Cambodia-China City Co. (CTGC) to build 
the new city. The project was outlined in a 
draft contract between the two companies 
and the Cambodian Government. It was 
submitted to various government bodies 
for approval. 
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The contract said the government 
would give CNFC and СТСС "development 
rights for 20 square kilometres" for a pe- 
riod of 70 years, "and shall provide favour- 
able policies including the right of resi- 
dence of 200,000 immigrants who shall or- 
ganise, build, and live in the Cambodia- 
China City." 

Last March 15, the Kandal provincial 
governor asked the Cambodian Develop- 
ment Council (CDC) — a board headed by 
Prime Minister Norodom Ranariddh that 
oversees investment policy in Cambodia — 
to approve the project “to reconstruct and 
develop Cambodia, gather Chinese and 
Overseas Chinese throughout the world to 
Cambodia, and invest in the building of a 
Cambodia-China City in Kandal Steung 
district." 





Ranariddh: here's the deal. 


"It's to create a new city of Phnom 
Penh," said a Cambodian official who sup- 
ported the project. "Rather than restoring 
and rehabilitating Phnom Penh, create a 
new Phnom Penh — a new Hong Kong in 
Cambodia." In fact, government sources 
say, supporters of the project hoped it 
would attract Hong Kong residents fearful 
about the colony's looming handover to 
China in 1997. 

The 20-square-kilometre plot is nearly 
as big as Phnom Penh itself, yet the draft 
contract included few details about the city 
that was supposed to take shape there, or 
how the 200,000 immigrants would be han- 
dled. And it specifically called for a CNFC 
representative to become deputy governor 
of the city, an extraordinary ceding of po- 
litical authority to a foreign national. 
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Despite these obvious flaws, Prince 
Ranariddh asked the CDC on June 25 to “ex- 
amine and give an opinion immediately on 
the project.” He reminded the investment 
board that the “company has made the 
above proposal once already, recently in 
Beijing." 

Senior Cambodian officials confirmed 
that reference to Beijing concerned a mes- 
sage from King Norodom Sihanouk urg- 
ing the government to examine the pro- 
posal seriously. Sihanouk is receiving 
medical treatment in Beijing, where he 
spent much of his 1979-91 exile in a palace 
provided by China. 

The proposal set off alarm bells for 
CDC deputy head Keat Chhon, the minis- 
ter of state for reconstruction and deve- 
lopment. "I believe that this is not a mere 
ordinary investment problem but rather a 
national political issue because it involves 
200,000 immigrants," he said in a June 28 
reply to Ranariddh. "In addition, 20 
square kilometres is an extremely large 
piece of land." 

“Tf foreigners live together there it may 
become a foreign city in the middle of 
Cambodia. It is my opinion that dealing 
with this issue exceeds the competence of 
the CDC. Therefore, I suggest that this 
problem be submitted to the Council of 
Ministers to examine and decide," he con- 
cluded. 

In mid-July, the Council of Ministers 
rejected the proposal, citing concerns over 
massive foreign immigration. 

Ethnic Chinese dominated Cambodia's 
economy until the 1975 Khmer Rouge 
takeover, when they were targeted by the 
faction's murderous social engineering 
campaigns. Some have trickled back since 
the 1991 Cambodian peace treaty, notably 
from Thailand. 

Yet Cambodia still suffers from its woe- 
ful lack of skilled labour, which is largely a 
result of the Khmer Rouge genocide. Com- 
pared with neighbouring Vietnam and 
Thailand — which have 70 and 80 million 
inhabitants, respectively, Cambodia can 
also look like fertile ground for immigrants. 
With approximately nine million people on 
181,000 square kilometres, Cambodia is 
relatively rich in untapped natural re- 
sources. 

Some government economic planners 
also say that Phnom Penh's infrastructure 
is in such poor condition that it would be 
cheaper to build a whole new capital from 
scratch, and they see ethnic-Chinese capi- 
tal as the quickest and most promising 
means to develop the country. 

So despite the scrapping of the Cambo- 
dia-China City idea, some government of- 
ficials say the bold initiative may come 
back in a revised form. They say some 
other proposals are also in the works 
promising immigration rights to ethnic 
Chinese in return for large-scale invest- 
ment. m 
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INDONESIA 


Windows to the World 


Foreign aid helps flow of information on Timor 





By Margot Cohen in Jakarta 
N early two decades of isolation may 





be drawing to a close for East Timor, 

Indonesia's youngest and most em- 
bittered province. A surge of foreign aid 
and community-based activity by non-gov- 
ernment organisations (NGOs) looks likely 
to promote broader contact between the 
outside world and the people of Timor, 
contact long inhibited by a thicket of mili- 
tary surveillance. The results of this quiet 
change may reverberate long after the cla- 
mour over the disputed Timorese rights 
conference in Manila in June and the Bang- 
kok gathering in late July dies down. 

Like much else in East Timor, however, 
the political ramifications of this new aid 
are subject to broad interpretation. Jakarta 
sees the aid as an "endorsement by other 
governments that development in East 
Timor is going in the right direction," says 
Irawan Abidin, the director for information 
at the Department of Foreign Affairs. “If 
overseas organisations have sympathy in 
providing assistance, it reflects ever-in- 
creasing confidence in the state of affairs 
on the island." 

Yet many aid providers see their task as 
encouraging initiatives from the bottom 
up, as opposed to the top-down develop- 
ment strategy pursued by the government. 
"Part of our interests in East Timor is that 
the Timorese have more control over their 
own destiny," the United States ambassa- 
dor, Robert Barry, told the REVIEW. "To the 
degree that the Timorese have more of a 
role in the economy . . . and a larger role in 
society, this serves their interests and our 
interests as well." The U.S. recognises In- 
donesia's 1976 "incorporation" of East 
Timor — though “without maintaining 
that a valid act of self-determination has 
taken place." 

The respective goals of Jakarta and the 
donor community have led to a new cli- 
mate of cooperation. Within the context of 
shifting aid priorities to the eastern part of 
the archipelago, the Indonesian Govern- 
ment has moved to ease restrictions on 
travel and facilitate bureaucratic approval 
of projects in East Timor, according to 
REVIEW sources. 

The warmer welcome extended toward 
NGO activity in East Timor also reflects a 
nationwide trend. Whether it's the environ- 
ment, Aids, or population control, the New 
Order bureaucracy has begun to shed its 
long-standing distrust of NGOs in the reali- 
sation that these groups often have the 
skills and funds to work in hard-to-reach 


communities. There has also been a shift in 
perspective in NGO circles. While anti-inte- 
gration groups have long lobbied against 
aid activity in East Timor, labelling it de 
facto collaboration with the Suharto gov- 
ernment, there is fresh interest in network- 
ing on the ground. 

АП the parties concerned recognise the 
urgent needs in East Timor. While the In- 
donesian Government points proudly at 
the resources poured into roads, bridges, 
and schools, the development of physical 
infrastructure has far outpaced gains in so- 
cial welfare. 

In a province where more than 9056 of 
the population resides in rural areas, only 





Dili church: network for assistance. 


a quarter of the children are considered 
well-nourished, in contrast to more than 
50% nationwide, according to government 
statistics. The infant mortality rate for male 
babies is a staggering 107 per 1,000, 
compared to a national average of 74. 
More than 300 Timorese villages are in- 
cluded in the government's new anti-pov- 
erty programme, known as Inpres Desa 
Tertinggal. 

At the urging of Ambassador Barry, 
who arrived in Indonesia in August 1992 
and is now preparing for his third trip to 
the province, the U.S. has been a key player 
in generating increased activity in East 
Timor. The U.S. aid budget for the prov- 
ince quadrupled between 1993 and 1994, 
with an estimated US$4.1 million commit- 
ted for 1994 and US$4.5 million projected 
for next year. 
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In addition to what goes directly to 
Timor-based groups and Catholic church- 
run charities, U.S. funds are also flowing 
through the Asia Foundation and Bina 
Swadaya, a large Indonesian NGO based in 
Jakarta, which established a five-member 
office in Dili last January. Proposals from 
the relief organisation CARE International 
Indonesia and other international groups 
are pending. 

Meanwhile, Australia has boosted its 
aid expenditures in the province to A$3.2 
million (US$2.4 million) for 1993-94, up 
from A$2.21 million last year, along with 
A$1.5 million for a separate veterinary 
services project. The Konrad Adenauer 
Stiftung, a foundation funded by Germa- 
ny’s Christian Democratic Party, is provid- 
ing support, as is UNICEF. And the Interna- 
tional Committee of the Red Cross is in- 
volved in village-based water projects. 

The flow of aid promises a freer flow 
of information. “Having people travel 
down there is useful in a lot of ways,” 
comments Barry. "[It] provides 
us with first-hand views." 
Irawan says that the govern- 
ment is comfortable with the 
prospect of more outsiders cir- 
culating in the countryside as 
long as there is proper coordi- 
nation with local officials. 

Yet East Timor's ability to ab- 
sorb aid remains extremely lim- 
ited. Part of the problem lies in 
the management skills of the 
predominantly Javanese officials 
relegated to this perceived hard- 
ship post. And while many out- 
side groups say they prefer to 
work through local NGOs rather 
than the provincial government, 
there is only one full-fledged 
Timorese NGO, called Etadep, 
now in operation. This vacuum 
is largely the result of govern- 
ment fears that community- 
based groups would act as 
fronts for separatist activity. To 
fill the void, donors have turned to the 
resilient, far-flung Catholic Church net- 
work. 

Etadep director Florentino Sarmento 
says that his group, which focuses on wa- 
ter and agricultural projects, has been ap- 
proached by no less than 20 donor agen- 
cies. While he welcomes the growing inter- 
est in easing poverty in East Timor, he ex- 
presses concern over the stampede. 

"All of this money is creating a new 
dependency," Sarmento says. “There is no 
strategy for empowerment, which would 
mean eventually tapering off funds from 
the outside." Sarmento also admits to pes- 
simism over the prospects for expanding 
grass-roots activities in the province. ^In 
this atmosphere of complete uncertainty, 
people live in fear. How can they partici- 
pate? This is the paradox." и 
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SRI LANKA 


Hot Air at Hustings 


Election campaign skirts crucial issues 





By Mervyn de Silva in Colombo 
T hey call it the 17-year itch. Millions 





of voters have rather vague memo- 

ries of the rule by the opposition Sri 
Lanka Freedom Party (SLFP), which lost 
power in 1977. The only government all 
the first-time voters — those who turned 
18 this year — have known is the one by 
the ruling United National Party (UNP). As 
they cast their ballots on August 16 to 
choose a new parliament, Sri Lankans will 
decide if the time is ripe to change their 
rulers. 

In the run-up to the polls, opinion ap- 
pears to be divided over which way the 
voters will swing. Political analysts, who 
delve into the history of 
the country's electoral 
record, and others adept 
at judging the prevailing 
mass mood believe the 
UNP has overstayed its 
welcome. Yet others 
point to the SLFP's 
“proven gift for snatch- 
ing defeat from the jaws 
of victory." But most 
agree that there is a gen- 
erational pressure for 
change. 

More important, the 
choice between change 
and status quo will be 
overwhelmingly influ- 
enced by two crucial is- 
sues: the state of the 
economy and the dec- 
ade-old civil war in the 
north and the east of the 
country dominated by ethnic Tamils. 

As it happens, faster economic growth 
and the escalating ethnic conflict have co- 
incided with the UNP’s time in power. In 
addition to loss of life and property, the 
war against Tamil insurgents is costing the 
exchequer US$1 million a day, or about 
one-fifth of the total national budget. Al- 
though the economy has grown at a 
healthy rate of about 5% in recent years, 
inflation remains in double digits. 

And how are the 1,400 candidates from 
39 political parties contesting 196 parlia- 
mentary seats addressing these crucial is- 
sues? They have all been strong on rhetoric 
and weak on specifics. On economic issues, 
the manifestos of both the opposition Peo- 
ple's Alliance led by the sLFP and the rul- 
ing UNP are almost similar — full of vague 
promises and populist measures that could 
damage fiscal discipline. 
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Anura: chaos theory. 


In an election year, even the UNP, which 
prided itself on economic reforms, has re- 
sorted to subsidies and handouts. In his 
May Day speech, seven weeks before call- 
ing the snap polls, President D. B. Wije- 
tunge announced a host of campaign good- 
ies: lower income tax for the middle class, 
fertiliser subsidies to farmers, free lunches 
to all students, insurance schemes for farm- 
ers and the self-employed and lower elec- 
tricity rates. The president failed to men- 
tion the inflationary impact of these meas- 
ures. 

The People's Alliance, a grouping of the 
SLFP and some leftist parties, is unlikely to 
oppose subsidies, although the SLFP has be- 
come more pro-business and is wooing the 
middle class. 

The tub-thumping 
rhetoric, however, has 
concentrated on nega- 
tive campaign speeches. 
Prime Minister Ranil 
Wickremasinghe does 
not tire of reminding 
the public that the last 
SLFP regime national- 
ised industries and 
ground the economy to 
a halt. People's Alliance 
leader Chandrika 
Kumaratunga tells busi- 
nessmen: "You need 
not fear that we'll go 
back to the era of re- 
strictions and control." 
Chandrika's economic 
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continuation of free- 
market policies but a “structural adjust- 


ment with a human face.” And the prime | 


minister counters: “We have yet to see this 
human face.” 

The prime minister has an unusual ally, 
Chandrika's brother Anura Bandaranaike, 
who defected from the SLFP to become a 
UNP cabinet minister in April. Anura warns 


that if his sister's group were to win, “there | 


would be chaos in the country." Ignoring 
his own past, Anura asks how the opposi- 
tion of leftists, centrists and Marxists "agree 
on a common framework of policies?" 

For its part, the opposition has lam- 
basted the UNP, charging abuse of power 
and rampant corruption. Chandrika says 
she will put an end to what she calls the 
UNP's “crony capitalism.” UNP corruption 
and nepotism have led some critics to 
name it the "Uncle-Nephew Party." How- 


ever, wags on the opposite side have re- | 
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christened the SLFP as the “Sri Lanka Fam- 
ily Party." 

Familial connections between the two 
major parties are part of the country's 
history since independence. In 1951, when 
S. W. R. D. Bandaranaike, the deputy 
leader of the UNP, realised that the then- 
Prime Minister D. S. Senanaike was quietly 
grooming his son Dudley for the top spot, 
he founded his own SLFP. In 1959 his 
widow, Sirima Bandaranaike, succeeded 
him as prime minister. Their son, Anura, 
was the heir-apparent until recently, when 
daughter Chandrika emerged as the heir 
to the family throne. 

But sLFP followers of the daughter and 
mother are now squabbling over who 
would be prime minister if their party were 
to win this time. And the UNP, including 
President Wijetunge, are having a field day 
deriding the family quarrel over succes- 
sion. 

No matter which party forms the next 
government, it will have to cope with the 
Tamil insurgency. Earlier the president had 
dismissed it as “only a terrorist problem,” 
and offended the minority Tamils as well 
as Muslims. Alliance leader Chandrika has 
promised “unconditional talks with all 
Tamil parties.” Which of the two parties 
the majority Sinhalese voters support on 
the vital Tamil question could swing the 
election. п 





advisers have proposed | 
a two-track strategy: a | 
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IMMIGRATION 


Grounds for Refuge 


Women benefit as U.S., Canada ease asylum policy 





By Irene Wu in Washington 


aped and pregnant, she had no- 
R where to run. The young Pakistani 

woman couldn't go home, where 
she knew her shamed father would beat 
her, or worse, to restore the family's hon- 
our. Turning to the police would be no bet- 
ter; in the absence of witnesses to the rape, 
she was liable to be charged with illicit 
sexual intercourse. 

The woman finally found refuge half- 
way around the world. She was granted 
asylum in Canada, under new gender-sen- 
sitive rules that make it easier for women 
to make it through the screening 
process. In the United States, immi- 
gration policy is moving rapidly in 
the same direction. 

Asian beneficiaries of the liber- 
alisation are expected to come from 
two major groups: Chinese fleeing 
forced abortion or sterilisation re- 
sulting from the one-child policy, 
and women like the young Paki- 
stani, escaping family violence 
where there is no reasonable state 
protection. 

The policy shift is fuelling heated 
debate in the U.S., where critics fear 
floods of desperate women will in- 
undate the already taxed asylum- 
adjudication system. George High, 
executive director of the Center for 
Immigration Studies, a private re- 
search organisation in Washington, 
warns against using asylum policy 
to impose Western social standards 
on others. "If the culture of India is 
that women should be submissive, 
how in the world can you say the 
answer to that is to let them into the 
United States?" he asks. 

Advocates argue that American 
asylum guidelines should reflect 
American values. "We're focusing 
on getting our own country to live up to its 
own standards," says Nancy Kelly, a law- 
yer with Harvard University's Women's 
Refugee Project. 

Kelly was part of a team at Harvard 
Law School that proposed new procedural 
and legal guidelines for handling women's 
asylum claims to the U.S. Immigration and 
Naturalization Service (INS). The proposals 
follow the pioneering efforts of the Cana- 
dian Immigration and Refugee Board to 
give its officers specific guidance on han- 
dling women's claims to gender-related 
persecution. 

Reflecting increasing mainstream ac- 
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ceptance of women’s-rights issues, the INS 
has accepted the procedural recommenda- 
tions in principle, and is expected to re- 
lease its “Considerations to Asylum Offic- 
ers" for adjudicating women’s claims in the 
coming weeks. The more controversial le- 
gal considerations may not be promulgated 
until later this year. The new considera- 
tions will affect decisions made by INS asy- 
lum officers, the first tranche of officials a 
claimant encounters when seeking asylum 
in the U.S. 

The procedural recommendations are 
based on guidelines developed by the 
United Nations High Commissioner for 





from the state or an agent the state is un- 
willing or unable to control, and that the 
persecution is on account of race, religion, 
nationality, membership in a particular so- 
cial group, or political opinion. 

Critics fear that the new rules could lead 
to an unmanageable broadening of the cri- 
teria for asylum, with persecution by social 
or religious forces joining persecution by 
the state as grounds for refuge. 

Canada is taking pains to allay fears 
that it’s opening the immigration flood- 
gates. “Refugee protection is very much a 
remedy of the last resort, when all domes- 
tic remedies have failed or been ex- 
hausted,” says Nurjehan Mawani, who 
chairs Canada’s Immigration and Refugee 
Board. 

She tells of a Sikh woman whose re- 
quest for asylum in Canada was rejected 
because there was “no evidence she had 
sought help and protection in India.” The 
claimant had been detained by police for 
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Refugees in 1991. Among other things, the 
guidelines encourage the employment of 
women interviewers; alert officers to cul- 
tural differences, such as the inclination to 
avoid eye contact; and counsel patience 
with possible victims of sexual abuse, who 
may exhibit symptoms of psychological 
trauma such as self-blame or low self-con- 
fidence. All these issues might affect an as- 
sessment of the applicant's credibility. 
More controversial are new interpreta- 
tions of the legal grounds for political asy- 
lum. In keeping with UN-established defi- 
nitions, U.S. law requires that an applicant 
have a well-founded fear of persecution 
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criticising the Indian Government, was re- 
peatedly subject to body searches, had her 
house attacked, and was threatened by a 
Sikh fundamentalist for doing business 
with a Hindu. The immigration panel 
called the body searches “humiliating” but 
found they constituted "harassment, not 
persecution," says Mawani. 

Canada does considers forced sterilisa- 
tion and abortion to be forms of persecu- 
tion, however. In the U.S., refuge on these 
grounds already has a case history, with a 
number of Chinese having won asylum as 
refugees from the more sinister aspects of 
Beijing’s one-child policy. "On a factual 
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level, women have a stronger case," says 
Stanley Mark, a lawyer with the Asian- 
American Legal Defense and Education 
Fund in New York. "Men and women are 
both threatened with sterilisation, but 
women are put through abortions." 

A Chinese man, however, was at the 
centre of a widely publicised judicial deci- 
sion earlier this year. Guo Chundi was a 
passenger on the vessel Golden Venture, 
which ran aground in New York in June 
1993. The judge granted him asylum on 
the grounds that his views on procreation 
constituted political opinion. In addition, 
because Guo had openly expressed his op- 
position to the one-child policy, received 
notice to undergo sterilisation, fled his vil- 
lage to escape it, and suffered the loss and 
destruction of his village property as a con- 
sequence, the judge concluded that he had 
a ^well-founded fear of persecution." 

The Pakistani woman who won asylum 
in Canada was classified as a member of a 
very particular social group: ^raped, single 
female with a child born out of wedlock." 
An activist in the women’s section of the 
Pakistan People's Party, she was assaulted 
by a member of a rival student political 
group. The Canadian board determined 
that not only did she face the risk of vio- 
lence from her father, but also faced preju- 
dicial treatment before the law. Under Pa- 
kistan's Hudud ordinances, proof of sexual 
assault requires the confession of the 
assaulter or the testimony of four Muslim 
men who witnessed the act. If the claim 
fails, or if no claim is filed and she is preg- 
nant, the woman can be charged with hav- 
ing illicit sexual relations. 

As the interpretation of what constitutes 
^political opinion" and "particular social 
group" expands, practices that oppress 
women are expected to gain credibility as 
grounds for asylum. "Places where women 
are denied basic life opportunities, such as 
the ability to have basic education, to have 


a normal life, or otherwise realise one's | 


basic human potential, could serve as a 
basis for claiming asylum," says Arthur 
Helton of the privately funded Ópen Soci- 
ety Institute in New York. 

For example, the arrest threats and 
US$2,500 bounty levied against Taslima 


Nasreen, the Bangladeshi feminist who ad- | 


vocates revision of Islamic law, could be 
construed as persecution on account of her 
opposition to a social system, says Sarah 
Lai, Asia observer at the Women's Rights 
Project of Human Rights Watch, a Wash- 
ington-based advocacy group. 


For supporters of liberalisation, the new | 


rules are needed to allow rigid U.S. stand- 
ards of "persecution" to be applied more 
fairly to the diverse population of asylum- 
seekers. But for critics, they're a first step 
towards an unmanageably loose and sub- 
jective screening process, which could un- 
dermine public support for the whole idea 
of taking in refugees. m 
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MALAYSIA 


In the Name of Security 


Government moves to ban radical Islamic sect 





By Doug Tsuruoka in Sungei Penchala 


wo tiny Malay girls wrapped in 
| Muslim scarves giggle at a doorway 
of a religious commune outside 
Kuala Lumpur. ^Ha! That contradicts our 
militant image!" laughs Ibnu Nizam, a tur- 
baned leader of Malaysia's Al-Arqam sect 
as he leads a visitor up a flight of stairs. 
Inside, men in flowing green robes 
work in a modern sound studio that pro- 
duces cassette tapes of Islamic music for 
sale. Outside, workmen are building a new 
M$6 million (US$2.3 million) mosque. 
There are Al-Arqam schools, stores, buses 
and even dentists in the group's quiet, 100- 
family headquarters in Sungei Penchala. 
The settlement's closest neighbours include 
a swank riding club frequented by Deputy 
Prime Minister Datuk Seri Anwar Ibrahim. 








Taping Islamic music: one of many businesses. 


But Sungei Penchala's peaceful atmos- 
phere is increasingly out-of-step with po- 
litical reality in Malaysia, where Al-Arqam 
and its thousands of followers face unpre- 
cedented criticism from Malaysia's govern- 
ment. Prime Minister Datuk Seri Mahathir 
Mohamad fired the first salvo in mid-June 
by declaring that Al-Arqam, which has 40 
communities in Malaysia and claims 10,000 
adherents worldwide, is a deviationist sect 
that threatens state security. 

Malaysian police have arrested some 41 
Al-Arqam members in recent weeks for 
handing out leaflets, an activity that police 
say violates publishing laws. Mahathir in- 
dicated that the government would wait 
for a ruling from religious scholars before 
taking further measures against Al-Arqam. 
Mahathir’s words appeared to indicate, 
however, that some action will be forth- 
coming. "If we do not take action, we are 
at fault as Al-Arqam has deviated from Is- 
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lam's teachings," the prime minister was 
quoted as saying. 

That action came on July 29. Al-Arqam 
would be banned in Malaysia on August 5 
and investigated as a secret society, said 
Abdullah Fahim, research director in the 
Islamic Affairs Division of the prime min- 
ister's department. Abdullah said the 
group would no longer be able to operate 
Schools or run businesses under its own 
logo once the ban was announced. "The 
schools will be the first to shut down be- 
cause that is the key to their strategy," he 
said. The government was expected to use 
the Secret Society Act, the Education Act, 
Printing Presses Act and other legislation 
in its investigations into the sect. 

Chief among the government's allega- 
tions is that the sect's charismatic leader, 
Ashaari Muhammad, has trained and 
armed a 313-man "death 
squad" in Thailand. Ashaari, 
57, left Malaysia as a self-pro- 
claimed exile in 1988 and has 
been living in a five-star hotel 
in the Thai city of Chiangmai. 
Malaysia's government is 
also bothered by reports that 
up to 7,000 of its civil serv- 
ants are active members or 
sympathisers of Al-Arqam. 

Ashaari and Thai officials 
deny that a secret military 
unit exists. But Mahathir ap- 
parently acted after 19 Malay- 
sian women students of the 
Al-Arqam sect were arrested 
in Cairo five months ago. The 
women were accused of as- 
sociating with Islamic extremist groups in 
Egypt. 

The students were released after ques- 
tioning. But resolution of the case has made 
little difference to Mahathir, who warned 
Al-Arqam on July 20 “to stop their teach- 
ing or face action.” That was followed by 
almost daily attacks on Al-Arqam in Ma- 
laysia's pro-government press. 

Singapore and Indonesia are also sup- 
porting Mahathir by prohibiting Ashaari, 
who travels widely, from entering their 
countries. Brunei has long banned the sect. 

Malaysian officials say their growing 
concern over Al-Argam is justified. They 
are most alarmed by the sect's appeal to 
Malaysian students studying abroad, and 
the increasing number of professionals — 
doctors, lawyers and intellectuals — who 
have joined its ranks. 

“Al-Arqam is very fanatical,” says Ab- 
dullah, of the Islamic Affairs Division. 
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“Ashaari assures his followers that if they 
are killed . . . they will go to paradise be- 
cause they are the helpers of God." 

Adds former Deputy Prime Minister 
Datuk Musa Hitam: “This concept of blind 
loyalty to the leader is something to watch 
out for. Al-Arqam was on a list of organi- 
sations we had to keep an eye on even 
while I was deputy prime minister.” Musa 
was in the cabinet during 1985’s bloody 
confrontation between followers of an Is- 
lamic spiritual leader and security forces. 
The incident, in which 18 people died, was 
Malaysia's worst case of religious violence 
(see accompanying story). 

The son of a customs officer from 
Negeri Sembilan, Ashaari attended local re- 
ligious schools and served a stint as a gov- 
ernment school teacher before founding 
Al-Argam in 1968. Known to his followers 
as “Abuya” or “Our Father,” Ashaari has 
also called for the creation of an Islamic 
Society in Malaysia. The government says 
he plans to return to the country and be- 
come prime minister. 

He also preaches his own 
brand of Islamic extremism. 
“After Satan . . . our enemies 
are unbelievers [communists, 
Jews, Zoroastrians and Chris- 
tians] and hypocrites," Ashaari 
wrote in a 1994 English-lan- 
guage religious tract entitled 
This Is Our Way. Ashaari, who 
claims to have Arab blood, is 
also accused by critics of por- 
traying himself as a messenger 
of the Imam Mahdi, the leader 
who will rouse Islam's true be- 
lievers in an apocalyptic strug- 
gle against the infidel. 

A former Malaysian police 
official, who asked not to be 
identified, says Al-Arqam regu- 
larly holds military drills with dummy 
rifles. “Mahathir is scared of these people,” 
says the source, who adds that such train- 
ing even takes place in Sungei Penchala. 
Sect officials deny this. “There is no mili- 
tary training," insists Ibnu, who is in 
charge of Al-Arqam’s activities for north- 
ern Malaysia. 

Ashaari is president of the Al-Arqam 
Group of Companies, which sponsors busi- 
nesses in a half dozen mostly Muslim 
countries in addition to those it runs inside 
Malaysia. Activities include retail outlets in 
Uzbekistan and cattle farms in the Ningxia 
Muslim autonomous region of China. 
Other Al-Arqam businesses include prop- 
erty development, restaurants, tour com- 
panies, textiles and food manufacturing. 
Al-Arqam leaders estimate the group's 
worldwide assets at over M$15 million. 

There is also a sectarian side to the con- 
troversy. Ashaari has four wives and has 
fathered nearly 40 children. This has made 
him a target of conservative clerics in Ma- 
laysia who have singled him out for pro- 
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moting sexual promiscuity and other 
deviationist teachings. "Al-Arqam is out- 
side the current teaching of Islam . . . . This 
is one thing that can divide Muslims," 
warns Datuk Ismail Ibrahim, the director- 
general of the pro-government Institute of 
Islamic Understanding Malaysia. 

Such doctrinal disputes have also 
driven a wedge between the sect and Parti 
Islam, or Pas, Malaysia's main Islamic op- 
position party. Pas' chief of information, 
Subky Latif, says flatly: "We disagree with 
Al-Arqam . . . on the relationship between 
man and God." 

But the intensity of the government's 
campaign against Al-Arqam also suggests 
to many analysts that domestic political 
factors are figuring in the issue. For one 
thing, Malaysia faces a general election in 
late 1994 or early next year, and stressing 
past links between Al-Arqam and Pas 
could give Mahathir's ruling coalition a 
boost at the polls. 

Ashaari was a member of Pas during 
the 1960s before he quit the party and 


Sungei Penchala schoolroom: peaceful atmosphere. 


founded Al-Arqam. Pas itself is a break- 
away religious wing of the ruling United 
Malays National Organisation (Umno) and 
wrested the key state of Kelantan in the 
1990 general election. The party also repre- 
sents Mahathir's only serious opposition in 
the coming national contest. Pas' efforts to 
impose Islamic hudud laws in Kelantan pre- 
scribing stoning for crimes such as adul- 
tery are already alienating ethnic-Chinese 
and liberal Malays. 

Supporters of Islamic fundamentalism 
in Malaysia see another angle. They argue 
that government attacks on Al-Arqam are 
the result of the group's refusal to join 
Umno. “Tt is a pressure tactic,” says a top 
Pas official, who discloses that Al-Arqam 
had been courted by Umno officials, but 
then refused to back the government in the 
next election. 

The likelihood of a group like Al- 
Arqam joining Umno seems far-fetched. 
But unlike other Islamic fundamentalist 
groups in Malaysia, Al-Arqam has tended 
to eschew direct political action and has 
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never engaged in anti-government demon- 
strations. The sect is also not linked to acts 
of religious violence in Malaysia, and is 
considered by some to be a “pro-govern- 
ment” group. 

Opposition MP Kua Kia Soong believes 
the official assaults against Al-Arqam are 
directed at political opponents of Anwar, 
who is Mahathir's heir apparent. Among 
them is Tamrin Ghafar, the son of former 
Deputy Prime Minister Abdul Ghafar 
Baba, the man Anwar defeated for the post 
of Umno's deputy president in November 
1993. Tamrin is a member of Al-Arqam. 

Another opponent of Anwar who could 
be embarrassed by the flap over Al-Arqam 
is Agriculture Minister Sanusi Junid. San- 
usi, a bitter foe of Anwar, denies he has 
ever spoken to Al-Arqam farmers at Sun- 
gei Penchala, but says, “Al-Arqam mem- 
bers do come to my house — as they do to 
the prime minister's house and the sultan's 
palaces. When they are at my house, we 
talk about agricultural programmes. I do 
not discuss religious matters." 

Until the announcement of 
the banning, it had been ex- 
pected that Al-Arqamv's close or 
indirect ties with so many gov- 
ernment officials should go 
some way in guaranteeing that 
official threats to act against the 
group would not go too far. 
That point was underscored by 
the fact that Anwar was a one- 
time acquaintance of Ashaari 
during his early days in the Is- 
lamic student movement. The 
relationship dates to 1971, when 
Anwar founded the Islamic 
Youth Movement — known by 
its Malay acronym, Abim — a 
few years after Ashaari created 
Al-Arqam. The two groups 
were also very briefly and loosely affiliated, 
until they decided to go their separate 
ways, according to Al-Arqam officials. 

Ashaari "found out that he and Anwar 
were an incompatible couple, so he de- 
cided to separate," says Ibnu. Anwar later 
left Abim and was invited by Mahathir to 
join the government in 1982. Anwar's press 
secretary, Khalid Jaafar, denies that the two 
men were close. “They knew one another 
but never as intimates or associates,” 
Khalid says. He also plays down the early 
ties between Abim and Al-Arqam. "Abim 
and Arqam were worlds apart. Abim was 
progressive and sought active involvement 
in society while Arqam was conservative 
and promoted isolationism,” he says. 

In any event, sect leaders at the Sungei 
Penchala headquarters say they aren’t wor- 
ried about possible government retaliation. 
“We are not afraid of any threats because 
we believe that Allah will show who is on 
the right path,” says Ibnu. “Our track 
record is very peaceful. How can they say 
we are a cult movement?” a 
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MALAYSIA 


Faith in the Masses 


Al-Arqam leader strikes a confident note 


n his native Malaysia, religious authori- 
І ties have branded him a Muslim extre- 

mist, and there have been calls for his 
arrest. But to the staff of a five-star hotel on 
the outskirts of the northern Thai city of 
Chiangmai, Sheikh Imam Ashaari Muham- 
mad At-Tamimi is just another guest, to be 
greeted with broad smiles and traditional 
hospitality. 

And in truth, an encounter with the 
leader of the Al-Arqam sect amid Chiang- 
mai's bucolic charms makes it hard to im- 
agine that his Islamic movement can be 
planning, as Kuala Lumpur has alleged, to 
raise a military force to pursue its religious 
aims. Ashaari is surrounded by a dozen or 
so of his robed and turbaned followers, and 
two of his wives are sitting on the floor of 
the hotel room. The scene evokes the me- 
dieval Islamic simplicity the movement es- 
pouses — but for the battery of cameras 
and tape-recorders poised to catch 
Ashaari's every utterance. 

In an interview, Ashaari dismisses criti- 
cism of his movement in Malaysia as com- 
ing from "only two or three individuals." 

"We are not attacked by the majority of 
people in Malaysia — in fact, 90% of gov- 
ernment representatives have yet to criti- 
cise us," he says. 

However, Ashaari readily suggests a 
reason for the concerted attack on his 
movement emanating from the Islamic de- 
partment of the prime minister's office in 
Kuala Lumpur: “Perhaps they are afraid 


that Al-Arqam will influence the people of 
Malaysia to think that the government is 
not Islamic enough." 

It isn't easy to get a sense of Ashaari. 
The movement he leads claims a world- 
wide following that transcends racial and 
religious barriers and embraces a range of 
activities from hard-nosed businesses, 
through education and publishing, to the 
more esoteric pursuit of "love and care" as 
"the key to universal unity." 

Ashaari staunchly denies harnessing his 
movement to anti-government activities. 
"In 26 years," he claims, “1 have never 
demonstrated against or attacked the gov- 
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Ashaari: simple statements. 


Memories of Violence 


Islamic sects are nothing new in Malay- 
sia. Indeed, they arrived with the first 
boatloads of Arab traders who brought 
Islam to the Malay archipelago six cen- 
turies ago. But Islamic fundamentalism 
of the type espoused by Al-Arqam didn't 
make noticeable headway in Malaysia 
until the 1950s, when nearly a dozen 
Muslim sects preaching leadership by an 
all-powerful khalifah, or leader, made 
their appearance. 

The sects gained popularity against 
the backdrop of Malaysia’s 12-year com- 
munist insurgency, a time of upheaval 
and suffering for all Malaysians, includ- 
ing the country’s Muslim Malays. Some 
sects advocated the common ownership 
of property, wives and children, while 
others practised vegetarianism or aggres- 
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sive evangelism. Virtually all were in- 
volved in some form of religious mysti- 
cism. 

Few of the sects were considered dan- 
gerous. But things took a violent turn in 
the 1970s and 1980s, when a younger 
generation of Malaysians came into con- 
tact with the religious and political activ- 
ism that was sweeping the Middle East. 
All the incidents occurred in isolated, 
rural areas, away from the mainstream 
of society. But it is the memory of such 
violence that has forced a succession of 
Malaysian leaders to keep careful watch 
over the activities of Islamic sects inside 
the country. 

The bloodiest confrontation was the 
Kampung Memali tragedy of November 
1985, when the armed followers of a spir- 
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ernment in Malaysia.” But at the same 
time, he denies any suggestion that he has 
supported the United Malays National Or- 
ganisation (Umno) government at the bal- 
lot box. “We have never supported any 
party; we only vote for people who are just 
and honest,” he says. 

The religious leader's temper visibly 
rises when discussion dwells on Malaysian 
politics. Without mentioning names, he 
lashes out at politicians who are corrupt 
and “only serve themselves, not the peo- 
ple.” Corruption, he predicts, will become 
a major political issue in Malaysia. 

Ashaari talks about the need to reject 
the secular way of life practised by West- 
em societies and to establish an “Islamic 
way of life, which has its own systems of 
education and economics.” 

So what is his solution? Ashaari is re- 
luctant to use the term “Islamic state.” 
What he wants to see is a Malaysia where 
people “love God and think of the hereaf- 
ter.” But isn’t this just the sort of religious 
parochialism that Prime Minister Datuk 
Seri Mahathir Mohamad has been trying 
to combat as an obstacle to modernisation 
and progress? 

“We are progressive,” Ashaari retorts. 
“We build schools and have factories to 
serve the people. Where are Umno’s inter- 
ests serving the people? [They serve] only 
certain individuals.” 

Ashaari insists that he will return to 
Malaysia despite the threat of arrest and the 
banning of his movement. “I love my coun- 
try. I will return in one or two months,” he 
says firmly, to murmurs of approval from 
the circle of devotees at his feet. But will he 
get involved in politics? “Everything I do is 
political,” he says. “Whether it is religious 
teaching, providing health care or educa- 
tion, that's all politics." m Michael Vatikiotis 


itual leader called "Ibrahim Libya" be- 
came involved in a confrontation with 
security forces in northern Kedah state. 
Eighteen people died and 29 were in- 
jured. 
Five years earlier, 23 policemen and 
civilians were wounded in a trance-in- 
duced attack by 15 sect devotees at Batu 
Pahat in southern Johor state. Several at- 
tackers were also slain. Four Islamic ex- 
tremists were also killed by guards dur- 
ing an attack on a Hindu temple in 
Kerling, Selangor, in 1978. 

“I think we should ensure that 
Memali and Batu Pahat are not re- 
peated," asserts former Deputy Prime 
Minister Musa Hitam. He notes, at the 
same time, that constructive “dialogue” 
between the government and the sects 
can be as effective as direct confrontation 
in heading off such bloodshed. 

m Doug Tsuruoka 
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PHILIPPINES 


Paralysing Split 


Senate turns hostile to Ramos after tax protests 





By Rigoberto Tiglao in Manila 





enough, it had to end. After a two-year 

drift towards cosy cooperation, Presi- 
dent Fidel Ramos and the powerful oppo- 
sition-dominated Senate have parted ways. 

The political falling-out could have 
damaging consequences for the Philippine 
economy, which grew at a healthy 48% 
rate in the first quarter. If the Senate blocks 
Ramos' economic-reform agenda, analysts 
warn, the recovery could falter. 

The rift between Ramos and the Laban 
ng Demokratikong Pilipino (LDP), which 
dominates the 23-person Senate with its 15 
members, was triggered by an unantici- 
pated public outcry against a new value- 
added tax (VAT) law. Suddenly, even sena- 
tors who had helped Ramos pass the mea- 
sure were denouncing it, with their eyes 
fixed firmly on next year's Congressional 
elections. 

A key senator alienated from Ramos by 
the VAT controversy was Edgardo Angara, 


| t seemed like a honeymoon, and sure 


president of the Senate and LDP. Before the 
furore erupted in June, he had been weigh- 
ing a possible alliance with Ramos, in 
hopes that the former general would anoint 
him as his successor in the 1998 presiden- 
tial elections. 

But there is more than one reason for 
Angara's shift from potential ally to out- 
spoken opponent of Ramos, according to 
another LDP senator. Vice-President Joseph 
Estrada, a widely popular former movie 
star, appears to have appropriated 
Angara's erstwhile alternative of cosying 
up to Ramos. Though he was the running- 
mate of Ramos' enemy, former Marcos as- 
sociate Eduardo Cojuangco, Estrada has 
cooperated with Ramos as head of the 
Presidential Anti-Crime Commission and 
backed the VAT law. 

Ramos is losing influential allies in the 
House of Representatives as well. Rep. 
Ronaldo Zamora, who joined Ramos' 
Lakas-NUCD party after the 1992 elections, 
defected to Cojuangco's Nationalist Peo- 
ple's Coalition (NPC) when the congres- 


sional session opened on July 18, resigning 
his post as majority floor leader. 

The NrC, the biggest party in the so- 
called "rainbow coalition" that backs 
Ramos, is expected to withdraw from the 
coalition soon, citing opposition to the VAT 
law. But political sources claim that Co- 
juangco was halting his cooperation with 
the administration because he has given up 
hope of reaching an agreement with 
Ramos that would allow him to recover 
his personal 17% stake in San Miguel Corp. 

As the legislative session resumed, the 
Senate appeared poised to butt heads with 
Ramos on at least three legislative fronts. 
First, Angara vows that "there will be no 
new tax bills," despite Ramos' insistence 
that a VAT overhaul is necessary to shrink 
the budget deficit and maintain support 
from the IMF. “With everyone's mind on 
the 1995 elections, there's no way for any 
new tax bills to pass," admits Ramos ad- 
viser Emilio Osmena. 

The Senate is also in a position to block 
the 1995 budget law, and can drag its feet 
on ratifying Manila's agreement to Gatt's 
Uruguay Round. As a result, legislative 
gridlock appears almost inevitable. Politi- 
cal analysts say the only way out would be 
a phenomenal economic boom lasting the 
rest of the year, which would lift Ramos' 
popularity and convince opposition sena- 
tors to jump back onto his bandwagon. m 
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Walter Woon is a member of the Singapore parliament and a 
professor of law at the National University of Singapore. 


Family Matters 


that would give legal teeth to the 
moral obligation to support one's 
parents. Called the Maintenance of Parents 
Bill, it was introduced by me and received 
the backing of the Singapore Government. 

That does not mean it hasn't generated 
discussion. Several members opposed the 
measure as un-Asian. Others who ac- 
knowledged the problem of the elderly 
poor believed it a disproportionate re- 
sponse. Still others believe it will subvert 
relations within the family; cynics dubbed 
it the "Sue Your Son" law. 

Those who say that the bill does not 
promote filial piety, of course, are right. It 
has nothing to do with filial piety. It kicks 
in where filial piety fails. The law cannot 
legislate filial piety any more than it can 
legislate love. АП the law can do is provide 
a safety net where this morality proves in- 
sufficient. Singapore needs this bill not to 
replace morality, but to provide incentives 
to shore it up. 

Like many other developed nations, 
Singapore faces the problem of an increas- 
ing proportion of people over 60 years of 
age. Demography is inexorable. In 1980, 
7.2% of the population was in this bracket. 
By the turn of the century, that figure will 
grow to 11%. By 2030, the proportion is 
projected to be 26%. The problem is not 
old age per se. It is that the ratio of eco- 
nomically active people to economically 
inactive people will decline. 

But no amount of government exhorta- 
tion or paternalism (short of outright wel- 
fare, anathema in Singapore) will com- 
pletely eliminate the problem of old peo- 
ple who have insufficient means to make 
ends meet. Some people will fall through 
the holes in any safety net. 

Traditionally, a person's insurance 
against poverty in his old age was his fam- 
ily. This is not a revolutionary concept. Nor 
is it uniquely Asian. Care and support for 
one's parents is a universal value shared 
by all civilised societies. 

The problem in Singapore is that the 
moral obligation to look after one's par- 
ents is unenforceable. A father can be com- 
pelled by law to maintain his children. A 
husband can be forced to support his wife. 
But, until now, a son or daughter had no 


T his month, Singapore passed a bill 
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By Walter Woon 





legal obligation to support his or her par- 
ents. 

In 1989, an Advisory Council was set 
up to look into the problems of the aged. 
Its report stated with a tinge of compla- 
cency that 9596 of those who did not have 
their own income were receiving cash con- 
tributions from relations. But what of the 
5% who aren't getting relatives’ support? 
They have several options: (a) get a job and 
work until they die; (b) apply for public 
assistance (you have to be destitute to ap- 
ply); or (с) starve quietly. None of these 
options is socially acceptable. And what if 
this 5% figure grows, as it is likely to do, as 
society ages? 
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I put forth the Maintenance of Parents 
Bill to encourage the traditional virtues that 
have so far kept Asian nations from some 
of the breakdowns encountered in other 
affluent societies. This legislation will al- 
low a person to apply to the court for main- 
tenance from any or all of his children. The 
court would have the discretion to refuse 
to make an order if it is unjust: if, for exam- 
ple, the applicant had abandoned, ne- 
glected or abused his children. The court 
also has to take into account the resources 
of the child and his obligations to maintain 
his own spouse and children before it or- 
ders maintenance for his parents. 
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Far from being an innovation, this bill 
has many international precedents. India, 
Israel and Taiwan have laws to enforce the 
obligation to support one's parents. Britain 
had such a law from 1601 to 1967. The stat- 
utes of Louisiana state clearly that “child- 
ren are bound to maintain their father and 
mother and other ascendants, who are in 
need." Some 30 American states have some 
sort of filial-responsibility laws. 


hose who deride the proposal for 
opening up the courts to family law- 


suits miss the point. Only in extreme 
cases would any parent take his child to 
court. If it does indeed become law, the 
bill’s effect would be far more subtle. 

First, it will reaffirm the notion that it is 
each individual's — not society's — re- 
sponsibility to look after his parents. Sin- 
gapore is still conservative enough that 
most people will not object to this idea. It 
reinforces the traditional values of Christi- 
anity, Islam, Hinduism and Buddhism, not 
to mention Confucianism. It doesn't hurt a 
society now and then to remind itself of its 
core values. 

Second, and more important, it will 
make those who are inclined to shirk their 
responsibilities think twice. Until now, if a 
person asked family elders, clergymen or 
the Ministry of Community Development 
to help get financial support from his child- 
ren, the most they could do was to medi- 
ate. But mediators have no teeth, and a 
child could simply ignore their pleas. 

But to be sued by one's parents would 
be a massive loss of face. It would be a 
public disgrace. I think that few people 
would be so thick-skinned as to say, 'Sue 
and be damned.’ The hand of the concilia- 
tor would be immeasurably strengthened. 
It is far more likely that some sort of ami- 
cable settlement would be reached if the 
recalcitrant son or daughter knows that the 
alternative is a public trial. 

It would be nice to think that Singapore 
doesn't need this kind of law. But that be- 
lief ignores the clear demographic trends 
and the effect of affluence itself on tradi- 
tional bonds. Those of us who pushed for 
the bill will consider ourselves most suc- 
cessful if it acts as an incentive not to have 
it invoked in the first place. п 
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VIETNAM 


NOTEBOOK 


— Second Edition — 
A survivor's guide for 
serious investors, 
intrepid tourists and 
curious observers. 






The USS. embargo has been lifted. Money and people are flooding in. The world sees a 
nation of promise and risk. There'll be winners and losers as startling changes take place 
in Vietnamese society, business and politics. “Vietnam Notebook” by Murray Hiebert, 
Vietnam Bureau Chief for the Far Eastern Economic Review, includes 38 articles on 
doing business plus advice and information on visiting Vietnam today. 
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TRAVELLERS' TALES 





HUBBLE, BUBBLE, TOILET TROUBLE: 
There may be nuclear bomb fears on the 
Korean peninsula, political hopscotch in 
Japan and coups in Cambodia, but our 
readers are steadfastly refusing to be dis- 
tracted from the really BIG issue of the day: 
toilet instructions in the Asia-Pacific region. 

I was buried under a flood of letters af- 
ter printing an Indonesian diagram in- 
structing men to stand in front of toilets 
and women to sit on them in the Western 
manner. Readers tell me that toilet instruc- 
tion printing is a major Asian industry. 

The instructions below, found in the 
smallest room at PT Telkom in Bandung 
by reader Raynald Leconte, tell toilet users 
the correct technique. You balance in mid- 
air while spreading your legs at right an- 
gles on either side of the bowl. 


Q 9 











These complex diagrams below were in 
the toilet in a large Malaysian hotel. The 
picture was taken by R. P. P. Connop of 
British Nuclear Fuels, who commented: ^I 
had never considered slicking my hair back 
or cleaning my teeth from it. I also prefer 
to lick my pen when it runs dry." 





Toilet instructions have even been 
printed on a scale large enough to reflect 
their importance. Graphically explicit dia- 
grams are on signboards on the North- 
South Expressway in Malaysia, I hear from 
J. Flaherty of Malacca. But not everyone is 
in favour of the public having such open 
access to toilet-use information. "The signs 
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could make Malaysians the target of jokes 
by foreigners," warns Harpajan Singh, 
writing in the Star. 


DEAD WRONG: From RSVP News, the 
newsletter of Le Meridien Singapore hotel: 
“Somerset Maugham will undoubtedly 
wax lyrical about its dreamlike setting.” 

I don’t think he will, you know. It’s a 
funny thing, but people rarely wax lyrical 
when they've been dead for 29 years. 





COUNTRY-STYLE: The sign on this Penang 
shop says: "Yee Hoe Chicks and Furniture," 
which sounds remarkably like some sort of 
joyous exclamation from rural America. 
Ralph Coviensky, who took the photograph, 
commented: "Here's a man who knows 
what's important in life." 


FISHTALES: I am indebted to Christine 
Pemberton of New Delhi for an addition to 
our baffling slogans collection. Modi Busi- 
ness Machines of Bombay ran advertise- 
ments saying: "Typewriters that perform 
as quietly as a fish." 

It reminds me of the Boston Globe item 
in 1991 saying, in its entirety: "In Hong 
Kong, goldfish are considered standard of- 


Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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fice equipment!” The headline was: “Sort 
of Like Paper Clips." 

Do any of you use domestic fish to stick 
sheets of paper together? I don't. 





D 
E 
The Softest Bathroom 
Tissue Paper 
РЬ, 7; 








ROLL OF DISHONOUR: You don't have to 
have a doctorate in Freudian psychology to 
guess what staff at Cogimeko of Vietnam 
think about tourism. This wrapper was sent 
from Ho Chi Minh City by Peter Beal. 





TAKE IT AS READ: Barney Chan of 
Kuching, Malaysia, found a safety card on 
United Airlines with the following mes- 
sage: "If you are sitting in an exit row and 
you cannot understand this Card or can- 
not see well enough to follow these instruc- 
tions, please tell a Crew Member." 

Clearly this is designed for illiterate 
psychics who cannot read the message but 
can tell what it says anyway. 


NO GREAT SHEIKS: Letter received from 
Major Allan Lowe of the Australian Em- 
bassy, Bangkok: "Your offering of July 14 
[a photograph of We We Club] reminded 
me of an Australian Air Force pilot of 
mixed Portuguese / Indian parentage. He 
was well-known for wearing Arab head- 
dress and passing out business cards in- 
scribed ‘Sheik Mawiwi.’ Whether this was 
meant as an introduction or an invitation 
was never entirely clear." 





MATH MEDIA: Eugene Yang, managing 
director of Standard Chartered Securities, 
wrote the following in the Sunday Morning 
Post of Hong Kong on July 17: "The big- 
gest faller is Beiren Printing Machinery, 
which is down 161.5%, followed by 
Guangzhou Shipyard, which has tumbled 
123.2%.” 

Hmm. That means they are paying me 
to take the shares. Innovative. E 
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Over the next decade, 


Asia will spend over US$273 million a day on infrastructure projects. 
(How can you get an overview of the latest developments?) 


YTL's home is in Malaysia, a country whose government tar- 
gets the economy to grow 7% annually until the year 2020. That 
growth is being made possible largely by the continuing development 
of the country's modern infrastructure. 

YTL's skills have grown in step with Malaysia's development 
from a small agricultural economy to a newly industrialised nation. 

From a modest construction start-up in 1955, YTL has since 
participated in many infrastructure projects in Malaysia, culminating 
in our recent appointment as the country's first Independent Power 
Producer. 

Since 1955, the YTL Group has been a leader in the develop- 


YTL Corporation Berhad, 55 Jalan Bukit Bintang 





ment of the infrastructure so necessary for the continued successful 
expansion of Malaysia's economy; in construction contracting, property 
development, hotels and resorts, manufacturing and power generation. 
Newly emerging economies throughout Asia are destined to 
replicate Malaysia's economic success. Ambitious nations need com- 
panies with local knowledge. 
If you want an experienced partner in your 
quest to help build the rest of the Asian region, 


talk to us. 
\ AY i ow 
Working for the advancement ® Е Е Е 
of infrastructure since 1955 шш иш m og 


55100 Kuala Lumpur, Malaysia. Fax: 603-2421477 
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Kono: seeking transparency. 
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ARF Off to a Good Start 





But much depends on what happens in the next 12 months 


provide a place to discuss political and secu- 

rity issues before they turn into crises, was 
hailed as historic months before it was held in Bang- 
kok on July 25. But there were also plenty of cynics, 
who feared that the much heralded conference 
would turn out to be a damp squib, producing little 
more than platitudes. 

The United States, in particular, made it clear 
that it wanted a concrete plan of action to emerge 
from the session, which consisted of a three-hour 
meeting followed by a working dinner. Other par- 
ticipants, in particular the Asean countries them- 
selves, put more emphasis on the ambience than 
the content. To them, the meeting itself was the 
message. 

The one-day session, sandwiched between 
Asean's Annual Ministerial Meeting (AMM) and the 
traditional Post-Ministerial Conference (PMC), now 
appears to have been quite a success. Certainly it 
succeeded in getting former and potential adver- 
saries, such as the U.S., Russia, the European Union 
(EU), China and Vietnam, among other countries, 
to sit down in one room in a relaxed atmosphere to 
air their views on regional security issues. 

Just as important, it also saw the raising of secu- 
rity issues whose relevance extends far beyond 
Southeast Asia — for example, the proliferation of 
nuclear weapons. In fact, the chairman's statement 
issued after the meeting indicated specific steps to 
be taken in the coming months, before ARF's second 
meeting in 1995. 

Much will therefore depend on what transpires 
at lower levels during the next 12 months, in par- 
ticular at the meeting of senior officials that will 
precede that of the ministerial-level meeting. And 
much of the responsibility falls on the shoulders of 
tiny Brunei, host of next year's session. 

The 18 participants — the six members of Asean 
together with Australia, Canada, the EU, Japan, 

= New Zealand, South Korea, the U.S., 
China, Russia, Laos, Papua New 
Guinea and Vietnam — agreed in the 
chairman's statement that the meeting 
"signified the opening of a new chapter 
of peace, stability and cooperation for 
Southeast Asia." 

More importantly, they agreed that 
ideas raised during the ARF meeting 
and the senior officials meeting that 
preceded it would be studied again at 
both informal and formal meetings be- 
fore the next ARF session. This step is 
essential, since each participant this 
time around only had 10 minutes in 
which to make a presentation. While 
many worthwhile ideas were raised, 
there simply was no time in which to 
explore them in any depth. 

Foreign Minister Yohei Kono of Ja- 
pan, for example, proposed that each 


T he Asean Regional Forum (ARF), launched to 
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country publish an annual defence white paper to 
make its policies more transparent (as Japan has 
done for years). Roberto Romulo of the Philippines 
echoed this call and also suggested the establishing 
of a regional arms register. And China's Qian 
Qichen proposed that nuclear states undertake not 
to be the first to use nuclear weapons and not to 
threaten to use them against non-nuclear-weapon 
states. 

Such ideas, along with others having to do with 
confidence-building and peacekeeping (including 
the setting up of a peacekeeping training centre) 
will presumably be examined in the coming 
months. Hopefully, before the next ARF meeting, a 
consensus will have emerged on some of them so 
that when the ministers meet in Brunei they will be 
able to endorse some of these proposals and show 
that ARF is more than a talking-shop. 

Significantly, however, specific issues — North 
Korea's nuclear programme, the fighting in Cambo- 
dia and the dispute over the Spratly islands — went 
unmentioned in the chairman's statement. The 
reason, in the words of Izhar Ibrahim, Indonesia's 
director-general for political affairs, was simply that 
once specific issues were raised "the participants 
concerned would begin attacking each other." 
Surely, however, if ARF is to play a productive role 
in defusing potential flashpoints, it cannot avoid 
tackling them forever. 

North Korea's reported interest in participating 
in next year's ARF meeting is a positive sign, both 
for the fledgling forum and for movement on the 
nuclear non-proliferation issue. 


hought will also have to be given to the logis- 
tics of the meetings, which this year were 


spread over six days, beginning with the AMM 
and ending with the РМС. In the interests of saving 
time, ARF and the PMC may have to be merged in 
some form. Foreign ministers, after all, are busy peo- 
ple who find it difficult to block a whole week out 
of their calendar. 

No time was wasted, of course. Outside of the 
formal sessions, the participants were furiously talk- 
ing to each other in bilateral meetings. For example, 
the Australian foreign minister, Gareth Evans, re- 
ported that in the space of two days he had held 
bilateral meetings with China, Cambodia, Burma, 
Thailand, Vietnam, New Zealand, Canada, the U.S., 
Indonesia and Papua New Guinea, not counting "a 
number of chats in corridors and so on." 

These informal sessions proved invaluable in 
taking up concrete business so that the Bangkok 
gathering would have been a success even had 
nothing specific emerged from the ARF itself. By this 
time next year, we should know whether ARF lives 
up to widespread expectations that it will be, in the 
words of one participant, "the central element in 
the process of building a new sense of cooperative 
security in the region." For now, the signs are all 
positive. n" 
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Saved it 
Indonesia EE 78% 
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Australia ЙЫШ 28° 


Improved your home 
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Bought stocks 
Singapore BEEN 65% 
Average l1l 45% 
Japan Bg 18% 


Bought property 
Thailand aaa 59% 
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Japan IB 14% 


Spent it on education 
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LITTLE TIGERS FOUND SITTING ON HUGE 
NEST EGGS: It sounds biologically unlikely, but 
it's a fact. Asian executives from newly industrialised 
nations have twice as much wealth stashed away as 
Western expatriates, according to the latest figures from 
the Asia Lifestyles survey. Respondents from Singapore, 
Taiwan and Hong Kong had well over US$1 million in 
savings, investments and property. Expatriates, in contrast, 
had a mere US$674,000 in assets. 

This blows the myth that affluent Asians are all conspicuous 
consumers. They're devoted savers. People like Kai-bong and 
Brenda Chau of Hong Kong, who have matching pink and gold 
Rolls-Royces, are the exception, not the rule. 

Out in front are those cash-smart Singaporeans, with a staggering 
USS2.05 million in assets. They are helped by having a tax structure 
which encourages saving. Close behind are the Taiwanese with 
US$1.69 million, and the Hong Kong Chinese with US$1.27 million. 

Asian expatriates, with US$1.21 million, have twice the 
accumulated wealth of expatriates from the West. For decades, 
Westerners abroad have been respectfully termed “expatriates” and 
Asians away from home have been labelled “migrant workers.” In 
many cases, the time has come for the titles to be swapped. 





How to Purchase the Survey 

“Asian Affluents 3,” the research survey on which the “Asia Lifestyles” 
series of special reports is based, is available for purchase for US$95 (or 
equivalent in local currency) per copy. 

A special discount price of US$45 is available to Review subscribers 
(please provide your FR subscription mailing label number with your 
order). Additional discounts are available for multiple orders. 

Send a cheque/postal order for the appropriate amount or a valid credit 
card number, expiration date and your signature to: 

Review Publishing Co Ltd (A13), GPO Box 160, Hong Kong 
For faster service, fax your order to: (852) 503-1541. 

















SOUTH KOREANS ARE THE 
REAL CULTURE-VULTURES: 
On holiday, two-thirds of them 
would choose a cultural or sight- 
seeing break, while less than one 
in five would head for a beach. 


The Taiwanese are similarly 
active: almost two-thirds of 
Taiwanese also opt for the 


temples and museums beat, with 
just one in four preferring the 
beach. 

The Japanese like a variety of 
holidays, but are more likely to 
opt for a sporting break than any 
other group in Asia, with 21% 
opting for sports. 

The Indonesians don’t care for 
beaches, and are the group most 
likely to descend on friends or 
relatives. The Hong Kong 
Chinese also like familiar faces. 
Some 17% of Indonesians and 


Ranking 
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BEDLAM: Affluent new generation 
Asians fly away on business or vacation 
11 times a year, spending 32 nights in 
hotel beds. Asian expatriates are even 
more peripatetic, crossing borders 14 
times a year, and sleeping in hotel beds 
49 nights annually. 
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Travel: Deeply Moving Stories 


16% of Hong Kong Chinese stay 
with people they know when 
overseas. 

The Malaysians were the front 
runners when it came to shop- 
ping holidays, with 9% of them 
taking a long shopping list 
abroad. 

The Thais are classic beach 
people and proud of it. Only one 
in 20 would spend a vacation 
shopping, while 38% would head 
for the sand and surf. 


THE THINGS TRAVELLERS 
LOVE TO HATE: Delayed 
flights were the overall number 
one bugbear, with 82% of 
respondents calling it their 
number one hate. Airport offi- 
cialdom was number two, with 
58.5% hating customs and 
immigration formalities. 





The South Koreans were the most likely to complain about the unfamiliar food — what, no kimchee?! 


Food gripes affect 23% of them. 


The Japanese were the grumpiest about waiting for their luggage at the carousel: 60% find it a hassle. 

The Hong Kong Chinese were the most likely to find airline food inedible, with 19% disliking it. 

The Thais were the least happy people dealing with customs and immigration officials, with 72% moaning about them. 
The Malaysians were the most uncomfortable about dealing with foreign languages and alien conventions, 

with 21% regretting that foreign places were full of foreigners. 
The Singaporeans were the most unhappy about flight delays, with 91% saying it was the worst thing about travelling. 
The Indonesians felt the worst about being cut off from their offices, with 14% disliking that factor. 

The Australians were the most regretful about being away from their families, with 47% missing their loved ones. 








At just half its top speed of 240 km/h, a Volvo 850 Turbo will still pass you in a fraction of 
a second. Turn with it, and you may glimpse its aerodynamic lines. Blink, and you're left only 
with the impression of remarkable speed. 


But don't let the 5-cylinder 20-valve engine distract you from its other qualities. 







Try to see past its 2.3 litre 223 horsepower performance to the 
tarmac-hugging Delta-Link suspension. 

Look beyond the 0-100 km/h acceleration 
of 7.5 seconds to its reassuring array of 
Volvo safety features. Front and rear crumple 
zones, along with the Side Impact Protection 
System, give any driver confidence to test 


his driving skill to the fullest. 

WAIT HERE ТО GET А 

PROPER LOOK AT THE 
VOLVO 850 TURBO. 


That may explain why the Volvo 850 
Turbo is rarely seen standing still. 

Admittedly, that poses difficulties for 
anyone attempting a more thorough 


appreciation of the car. 


7 
Mi 


For the whole picture, may we suggest you stop by 


our showroom instead. VOLWVO 
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Body of Evidence 


THE NEXT SCHWARZENEGGER MAY BE CALLED KIM: 
The people most likely to 
exercise every day are South 
Koreans. A remarkable one in 
five do some form of workout 
every day, and a further 7.8% 
exercise five or six times a 
week. Some 34% choose 
running as their sport. This 
may have something to do 
with the fact they have 
deranged _ plutonium-hiding 
eccentrics in the near vicinity. 
Kim Young Sam, 67, allegedly 
runs at 11. kmph against Bill 
Clinton’s 8 kmph. 
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WHO ARE THE CUDDLIEST COUCH POTATOES 
OF ASIA? Stand up, the Japanese — if they can. It may 
be difficult, since 3196 of them exercise less than once a 
week or never at all, and 52.8% of them are overweight. 
Taiwan has more slightly chubbies than Japan — 58.8% of 
Taiwanese respondents are overweight — but they are at 
least doing some exercise, with 21% putting on the training 
shoes at least five times a week. No, the Japanese have got 
us most seriously worried. Some 10.9% of Japanese feel 
they are in poor or very bad health. The evidence suggests 
that several of the Japanese have got to the stage where 
their weight-lifting consists merely of standing up. 

SMALL BUT PERFECTLY FORMED: You guessed. 
Yes, we are talking about the Malaysians and the 
Singaporeans: 55.5% of the former and 53.2% of the 
latter are the correct weight, neither underweight nor 
overweight. And who is that beaming from the health 
club juice bar? The Australians, 30.796 of whom say they 
are in excellent health. 














MEN WORRY MORE ABOUT THEIR FIGURES 
THAN WOMEN: Men claim it is only the fairer sex 
who are conscious about their lack of resemblence to 
hourglasses. They are lying. Men are in fact more 
likely to be looking guiltily at the blubber store around 
their equatorial region than women. In the survey as a 
whole, 43.296 of men felt they were overweight, 
compared to 41.2% of women. What's more, 48% of 
women were happy with their weight, compared with 
46.6% of men. 


WHO IS OVERWEIGHT? (%) 


Taiwan MENENENEEEEEEEND — so 
Japan ENS =< 
Australia EEEEEEEEEEEEESBS — 5; 
Thailand EMEN +c 
South Korea SD < 
Hong Kong ES +, 
Indonesia S$ 43 
Philippines ШИ 42 
Singapore Sc 
Malaysia 32 


WHAT ARE ALL THESE FATTIES EATING? 
Top four cuisines in Asia, & the percentage of afficionados: 


Chinese ДОР: 
Japanese NS ° 507 
italian ИЕ 
Thai I >> 
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It's a free world. 


Our alliance with Lufthansa means that we've been able to open up 
a whole world of frequent flyer possibilities. 400 cities in 90 countries 
across 6 continents. That's a real plus with United’s Mileage Plus. 
Because you'll have even more opportunities to earn and redeem miles. 
There's no easier way to travel the world. United. Come fly the airline 
that’s uniting the world. Come fly the friendly skies. 
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PERMISSIVENESS IS A DANGEROUS SUBJECT: 
Want some advice? Do not discuss the acceptability or 
otherwise of casual sex with your spouse. It will only end in 
tears. Out of all the questions in this survey, none got more 
varied responses than "Casual sex has become acceptable — 
agree or disagree?" Men in general thought casual sex was 
now only mildly improper or acceptable, while women thought 
it was still a major no-no. The people who had attitudes 
sometimes described as "sophisticated" were Australian men, 
Western expatriate men and, surprisingly, Singaporean women. 
But what was remarkable was the difference in opinion 
between the sexes within each group. Biggest potential 
arguments on this subject will be found in the households of: 
1. South Koreans; 2. Filipinos; 3. Asian expatriates; 4. 
Australians; 5. Thais; and 6. Western expatriates. 
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ASIANS ARE ENORMOUSLY CONCERNED 
ABOUT THE MORAL DECAY OF SOCIETY: When 
it comes to the decline in civilisation, women were again 
far more concerned than men in virtually every group, the 
exceptions being Malaysia and South Korea. And there 
was a marked and obvious difference between the 
attitudes of groups normally labelled “Asian” and those of 
Australians and Western expatriates. Asians would quip 
that European cultures have already morally decayed and 
you can't fall off the floor. The places where people are 
most likely to tut-tut despairingly over the newspapers are 
the Philippines and South Korea. I am reminded of a man 
who commented: “Competition is so keen that only the 
big crimes get on the front page now.” 
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High Society 


thi геу got more varied 
an “Casual sex has become 
agree or disagree?” 





Casual sex has become acceptable 
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Moral decay of society 


I'm aware of it I'm concerned l'm highly 
concerned 


Expatriate Ши | | | 
Australia mn | l 
South Korea - . 
Hong Kong | | 
Japan س‎ | 
Asian expat aa | 
Lie ——P—— 
Thailand EEEEEEENEEENENENE 
Indonesia EEHEEEEEEEREEEEEEI 
Singapore 
Taiwan 
Philippines 
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It's a key issue 
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Convictions About Crime 


HAVING WHITE SKIN IS DANGEROUS TO YOUR 
WEALTH: People from a European cultural background are 
twice as likely to have been victims of crime than people from 
an Asian background. Western expatriates and Australians 
are far ahead of any other group in this regard. This is curious 
because the Western expatriates in the survey were spread 
over all the same places as the Asians who were surveyed — 
it is not as if they all lived in a single, crime-prone block. 

Is it the fact that they are displaced which makes them 
vulnerable to crime? No. Asian expatriates are equally widely 
displaced, but only half as many of them had been victims of 
crime. Were Western expats victims on their trips home? 

Also, note that the five richest societies in Asia — Japan 
and the four newly industrialised economies — are also the 
five safest societies. This suggests that where there is a lot of 
money sloshing around in a community, people feel less need 
to use questionable means to relieve each other of the stuff. 
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We were victims of crime in the past year 


Expatriate | 
Australia | 
Thailand 5 
Malaysia @ 8.4% 

Philippines E r MERE 7.6% 

Asian expat | $ dva, 

Indonesia NE UTOR 7.196 

Japan BENE Nise а 6.2% 
Taiwan | E. $ 5.6% 
South Korea ШШШ 377. 

Singapore IBN | 3.0% 

Hong Kong BENI 2.99; Do sex and violence in 
entertainment spread to society? 
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MOVIE SCREEN BULLETS KILL REAL It's not impossible {эчи аана 
PEOPLE: Everybody surveyed agreed that - = 
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е А É Malaysia 
violence in entertainment spreads to society. But NEM 
ч Te cea 23 Philippines 

there were two intriguing things about this chart. 





First, women generally felt far more strongly about Singapore 
such a link than men did. This was particularly true Expatriates FREE m 
in the case of Malaysia, Singapore, Australia and Australia Î F 
among Western expatriates, where women felt | | 

ice. i South Korea MEER 
twice as strongly that the premise was true. Ё. 
Second, the only group who did not feel strongly Indonesia FEI eh eee TREATISE TT 


about this were the Japanese, and among them, Asian expat | 


women were more blase about violence than men. Hong Kong [STEALER UR 
This gels with the image of the Japanese as a Thailand | ‚ m 

nation whose appetite for rather bizarre sex and rn ne = co amam а | 
violence manga (comic books) apparently doesn’t Taiwan ШИН 


interfere too much with the orderliness of society. Japan 8 














“Who should I talk to?” 
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Investment Banker to the World 


The Nikko Securities Co., Ltd. 
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The Sale of a New Machine 





THERE ARE SERIOUS GADGE-AHOLICS AMONG US: You know the 
sort of people I mean. Anything metal which goes beep they have to buy. 
Worst cases of gadget-addiction: the Singaporeans, the Hong Kong Chinese 
and the Indonesians. These three groups have high ownership levels of laser- 
disc players, personal computers, multi-system TVs / VCRs, home karaoke 
systems and electronic diaries. 

Catching up fast are the impatient South Koreans. They get a Me-First- 
Award, since 25.5% of them will buy new products almost immediately they 
are launched. 

The Maybe-I’ll-Wait-Award goes to the mellow and laid-back Australians, 
86% of whom will delay purchase until a product is well established or until 
they really need it. 


You’ve got the lot: 
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DISH-ILLUSIONED: Remember those people 
in China who beat dustbin lids with hammers to 
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Los —  — shape them into satellite dishes? They turned 
ESSE old-tech rubbish receptacles into new-tech 
Computer rubbish receptacles. Or maybe I’m being harsh. 
Laser disc Have satellite TV and cable TV opened up a 
Large screen TV new world of top quality news апа 
entertainment? Depends where you live. The 
Cellular phone : а : 
Hong Kong Chinese are severely disappointed, 
Karaoke system despite being the hometown of Star TV, while 
зв JUDI OSEE Home fax the Indonesians have no complaints. | 
ae нүн су Nintendo or Sega games 
К е: die diri 
2 HUS MN Electronic diary mi ri 
жэке Electronic bulletin board Singapore | шшш | 


36 ш Handheld TV 





"THE MOST DANGEROUS PLACES IN 
ASIA: The REviEW has always tried to give you *E E JP 

32news you can use. Well, the next time you are disappointed 
filling in your social calendar, keep in mind this list | 

310f groups of people who are liable to perpetrate 
karaoke on you. 


11 Respondents with home karaoke systems 


Indonesia 64% 
11 Hong Kong 62% | 
Philippines 60% 
Singapore 58% 
Malaysia 49% 
Taiwan 45% 
Asian expat 3796 | 
South Korea 32% | 
Thailand 30% 
Japan 12% 
Expatriate 10% 
Australia 3% 
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The rate of technological change is too fast NEW AND OLD INHABITANTS OF ASIA ARE 


DIVIDED ON PROGRESS: Did you think life was better 
South Korea ———— before we had all this complicated new technology (the 
wheel, etc)? Is progress advancing faster than you'd like it 

to? Yes, say all the long-time inhabitants of Asia, 

particularly the South Koreans of both sexes and the 

women of the Philippines, who are practically Luddites. 

No, say the relative newcomers, the Australians and the 

mm" Western expatriates. Incidentally, the Australians’ wives 
Ye 4, | disagree with them. The way Western expatriates are 
ES, grouped together with Australians in several charts 
2 suggests that the Aussies' desire to be seen as Asians is not 


GE | reflected by their Western opinions. 
Б / Coming in Part Three of the Asia Lifestyles 
ә 


> 

FS Survey: Asian aspirations — some simply want bigger 
flats, while others need love; Asians and sexual 
harrassment; Groups who would allow their children to 

marry people of different races; The best place in which 

to make money; А society where women are smarter than 
— Expatriate men; Nations where family connections win you the best 
jobs; The reality of ghosts; and much more. Don't miss 

Ш Men Women the Far Eastern Economic Review, September 15 issue. 
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Brave — and Battered 


Abuse turns South Asian women's new lives upside down in U.S. 








By Lee Adair Lawrence 

anjushree Sengupta prayed for a 
M happy life when her plane touch- 
ed down in the United States. A 
year after her arranged marriage to an 
Indian-born accountant, the 35-year-old 
left her home in India to rejoin her hus- 
band and his parents. 

But she wondered why he hadn't been 
in touch with her in the months she 
waited for her paperwork to be processed. 
And her new family's welcome made her 
wary: "They took away all my jewellery," 
Manjushree claims, "saying, ^we'll put it 
in the bank and give it to you later'." They 
still have it. 

She would lose much more in the 
weeks and months that followed: her pri- 
vacy and self-confidence. Worse, her hus- 
band began to beat her. When he kicked 
her in the stomach, she feared she might 
lose the baby she was carrying. That 
prompted Manjushree to flee, seeking 
refuge in a strange, new land. 


48 


Manjushree's is not an isolated case. 
Thousands of South Asian women emi- 
grate to the land of opportunity with their 
husbands each year. And many see their 
dreams of a new life dissolve into night- 
mares when spouses turn on them in a 
rage of abuse. While it's a crisis for any 
woman, this group's unique circumstances 
make it even more difficult to seek help. 
Most speak English, but they aren't famil- 
iar with American usage, creating mis- 
understandings; they've left their friends 
and family half a planet away; they don't 
know U.S. laws; and they may depend on 
their husbands for financial support — 
and the right to live in the U.S. 

In response to the problem, more than 
a dozen support groups for South Asian 
women living in the U.S. have sprung up 
in the last decade. They include Manavi 
in New Jersey, Sakhi in New York, Asha 
in Washington, D.C., Maitri in California, 
Sneha in Connecticut, Bodhini in Texas 
and Apna Ghar in Chicago. Their hot-lines 
ring with increasing frequency. In 1993, 
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Manavi added 200 cases to its workload, 
and Asha reported a 400% increase in calls 
this year over 1993. 

These groups, which know South Asia's 
culture, provide what ordinary support 
groups cannot: an understanding of the 
emotional and cultural complexities of the 
battered woman. They also understand the 
American legal system and can help vic- 
tims seek the protection it promises. 

For Manjushree, as for most battered 
women, the abuse comes as a surprise. 
She spent 10 days with her new husband 
in India and a month with her in-laws at 
their home in Calcutta. But they gave no 
warning signs of the abuse that awaited 
her in the U.S., where the family moved. 

Within weeks of her arrival, in March 
1993, the family began to strip away her 
privacy. “Му letters used to be opened," 
Manjushree says. "I was not supposed to 
contact anyone, and if my parents called, 
they would make me switch on the speak- 
er-phone so that they could hear every- 
thing that was said." They forbade her to 
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close her bedroom door, even when rest- 
ing or undressing. 

Then they began to accuse her of be- 
ing a financial burden. Manjushree, who 
had held a research post in a prestigious 
Indian academic institution, took a job at 
a day-care centre. They checked her pay 
stub to see how many hours she had 
worked. And they pocketed her earnings. 

Like many South Asian victims, Man- 
jushree was too frightened and intimi- 
dated to ask anyone for help. Her hus- 
band told her that she needed him for 
her permanent resident status and work 
permit. Her objections only triggered 
abuse. "If I ever said anything, my hus- 
band started beating me," she adds. "My 
mother-in-law would purposely touch me 
with hot kitchen utensils." 

Three times, her husband beat her so 
badly that Manjushree needed medical 
treatment. Because the idea of contacting 
a counsellor or the police was anathema 
to her, she silently endured the abuse for 
10 months. When her doctor pressed her 
to explain her injuries, she finally told all 
— that her husband had yanked her fin- 
gers back, kicked her in the neck and 
twisted her arm. But she swore him to 
secrecy, fearing even more brutal 
beatings if her husband found out 
she had told. And like many vic- 
tims, she blamed herself for his out- 
bursts. Says Manjushree: "I came 
to believe that if only I were a bit 
more beautiful, he would like me." 

But on January 7, 1994, Man- 
jushree had enough. Three months 
pregnant, her husband threw her 
to the floor and kicked her in the 
stomach. Fearing for her unborn 
child's safety, she gathered her 
passport and papers, and fled to a 
shelter. Then she called Asha. 

“By the time people are willing 
to come to us," says Asha volun- 
teer Ranu Basu, an attorney practising 
family law in Washington, D.C., “they 
have endured a lot." Typically, they've 
been locked into a cycle of shame and 
terror — they feel they have failed as a 
wife and daughter, that anything they do 
might hurt their younger siblings' chances 
for a good marriage, and that they could 
never make it on their own in this un- 
familiar culture. 

Not all their fears are unfounded. 
Many South Asian women were brought 
up to be dependent on their husbands, 
especially in the area of household 
finances. "It is almost a virtue in South 
Asian society," Asha's Basu says, "for a 
woman to be seen as unconcerned and 
unfamiliar with such worldly issues as 
bank accounts and finances." Alone in a 
strange country, she has no financial 
savvy. Worse, she lacks a credit history, 
which she needs to rent an apartment. 

Abused women often flee on impulse, 
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Ranu Basu with Asha supporter Pushpa Schwartz. 


as Manjushree did. But even escape holds 
dire consequences for new immigrants. 
Without documents or money, a woman 
runs the risk of being deported. 

Manjushree had not been married long 
enough to qualify for her own residency 
permit. When she left her husband, U.S. 
immigration officials wanted proof that 
she had married in good faith — not just 
to obtain entry to the U.S. Her medical 
reports substantiated her allegations; with- 
out them, she might have been deported. 
That's why support groups urge callers 
to document their abuse with snapshots 
and eye-witness accounts. 

Manjushree has now tapped into a 
network of support systems through 
churches and pregnancy centres. “There 
is a fear among Hindu ladies," says Man- 
jushree, “that they cannot go to churches, 
or that if they do, the churches will try to 
convert them and not help." But they have 
been a godsend. Case workers at a Catho- 
lic church in Maryland are helping 
Manjushree to find employment and 
housing. They assist her in filling out 
myriad government forms. And they in- 
troduced her to a woman who accompa- 
nied Manjushree to her Lamaze prenatal 
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classes, to be by her side when she deliv- 
ered her baby. 

The South Asian community itself has 
been slow to acknowledge the impact of 
domestic violence — or to do anything to 
help victims pick up the pieces after their 
lives fall apart. The minister in charge of 
information and communication at the 
Bangladeshi Embassy in Washington, G. 
H. Khan, blames family violence on the 
U.S.s materialistic culture and lack of 
strong family support. And he says its 
incidence in the Bangladeshi community 
"is negligible." 

Social workers disagree. They estimate 
the incidence among South Asians to be 
at least as high as that in the general U.S. 
population. According to the National 
Coalition Against Domestic Violence, four 
million women — about 4% of women 
over 18 years of age — officially report 
violent abuse each year. But researchers 
suggest that domestic violence is chroni- 
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cally under-reported. And South Asian 
activists note that wife battering is more 
easily concealed among their people. 

Veena Kapur, an Indian psychologist 
with a private practice in Maryland, re- 
jects the thesis that violence erupts be- 
cause a family has been transplanted. It's 
true, she says, that South Asian men who 
come to the U.S. face unprecedented pres- 
sures: They are bereft of a support sys- 
tem; they often lose the privileged social 
status they enjoyed at home; they are ob- 
vious foreigners; and they may worry that 
their wives might find American men 
more attractive. "But this in itself does 
not make men abusers,” she maintains. 
“At most, the stresses put pressure on ex- 
isting fault lines." 

South Asian community organisations 
see women's groups as feminist organisa- 
tions bent on destroying traditional fam- 
ily values. Yet South Asian activists main- 
tain that their goal is to stop abuse, not 
promote divorce. The groups' efforts are 
slowly paying off. "There is a feeling now 
that we have to do something," says 
Suresh Chandra, president of the Virginia- 
based India Cultural Coordination Com- 
mittee. "We are morally in support of 
groups like Asha, but we have done 
nothing practical as yet." 

Asha's Basu, who gives free 
counsel to 14 clients, hopes to rally 
fellow South Asian lawyers and pro- 
fessionals to offer their assistance. 
^How many more women are en- 
during what should not be endur- 
ed," she says, "is anybody's guess." 

Manjushree is now trying to put 
her past behind her. On June 2, 
Ranjit K. Sengupta appeared in a 
Maryland court to answer three 
charges of battery. The judge hand- 
ed down "probation before judg- 
ment": Sengupta will pay a fine, 
seek counselling — and not harass 
Manjushree over 18 months of supervised 
probation. If he violates the conditions, 
he could face up to five years in prison. 

On July 4, Manjushree gave birth to a 
healthy boy weighing just under six 
pounds. She considered returning to In- 
dia, where she could live with her par- 
ents. But, she concludes: "People would 
talk. They would wonder what I did 
wrong. And even children would tease 
my son." Instead, she is looking for a job 
and a place to live in the U.S., where sin- 
gle mothers are not so unusual. 

Her battles aren't over, yet. Manjushree 
is filing for divorce — and trying to re- 
cover the jewels her mother-in-law took 
into “safekeeping.” And she is pushing 
for a paternity test, to scotch rumours in 
the South Asian community that the child 
she bore is not her husband's. н 
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Lee Adair Lawrence is a writer based in Wash- 
ington D.C. 
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Son of Night Soil 





Scavenger's Son by T. Sivasankara Pillai. 
Heinemann Educational, Halley Court, Jordan Hill, 
Oxford, U.K. £4.99. 





"| never revise my work. I don't even 
try to read what Гуе written. I just rush to 
press." Which would account for T. Siva- 
sankara Pillai's prodigious output: 40 nov- 
els, some 500 short stories, a couple of au- 
tobiographical volumes, a play, a travel 
book. The speed at which he writes gives 
his work the spontaneity and urgency that 
makes for compelling reading. 

Pillai (better known in India as Tha- 
kazhi, after the name of his village) is one 
of India's literary giants. Thirty years ago, 
long before translations from vernacular 
languages were available, both Indian and 
foreign readers were familiar with 
Chemmeen, the story of fisherfolk in Kerala 
that still haunts us with its tragic beauty. 

Scavenger's Son is an earlier work, first 
published in 1948. Now issued as one of a 
series of six Indian-language novels in Eng- 
lish, it is translated from the Malayalam in 
masterly fashion by R. E. Asher of the Uni- 
versity of Edinburgh. 

Few other novels deal at such great 
length and in so much detail with the sub- 
ject of human excreta. Of course, this is 
before the advent of flush toilets. So it is 
the job of our protagonist, Chudalamuttu, 
to go from home to home, clean the la- 
trines, pour the contents into a drum, load 
it onto a cart that he takes — slopping over 
— to the night-soil depot. 

Far from being revolted, we empathise 
with Chudalamuttu as he suffers humilia- 
tion, degradation and the revulsion of his 
fellow men. Working stoically and steadily 
in one of Alleppey's wards, he starts sav- 
ing his money instead of squandering it at 
the toddy shop like the other scavengers. 
There is an attempt to form a union, which 
he scuttles by reporting it to the overseer. 

Chudalamuttu woos and marries Valli, 
and a son, Mohanan, is born to them. As 
the child grows, Chudalamuttu dreams of 
owning a proper house, and is driven by 
the obsession that his son should have a 
better future. Just when he casts off his 
scavenger's shackles to become the ceme- 
tery watchman, both Chudalamuttu and 
Valli are carried off in a cholera epidemic. 
The final irony is that Mohanan, the scav- 
enger's son, also becomes a scavenger. 

In writing of the lives of the poor and in 
describing patterns of sexual behaviour, 82- 
year-old Thakazhi is a pioneer. The 
Malayalam novel of the 1930s and 1940s 
had hitherto featured only middle- and up- 
per-class characters. Like other writers of 


that time, Thakazhi was deeply influenced 
by Marxism, a stance he still retains. And 
at the end of this novel, the scavengers are 
unionised, and workers march trium- 
phantly through Alleppey's streets to re- 
sounding cries of "Long live the revolu- 
tion." 

Despite his leftist leanings, Thakazhi's 
heroes are not glorified. Chudalamuttu is a 
scab who betrays his friends and lends 
them money at exorbitant 
rates. Even Chemban 
Kunju in Chemmeen is 
greedy and dishonest, re- 
fusing to honour his debts 
and thereby causing a man 
ruin. 

But they are real people. 
Thakazhi's strength lies in 
this gift for characterisa- 
tion, his narrative power, 
his ability to recreate locale, 
and his unerring ear for 


human speech — the 
marks of the born story- 
teller. m Carmen Kagal 


Carmen Kagal is a writer 
based in Bombay. 





Harbour Elegy 





The Iron Tree by Martin Booth. 
Simon and Schuster, West Garden Place, Verdal St., 
London. £14.99. 





Some books defy purely rational analy- 
sis. Martin Booth's novel The Iron Tree is 
one of them. However carefully the curi- 
ous reader may seek to deconstruct the 
text, examine the use of symbolism or cri- 
tique the characterisation, none of these 
tools can entirely explain its peculiar ap- 
peal. 

The puzzling thing is that the novel 
doesn't stand up to detailed critical analy- 
sis. It is burdened by a weak plot, a young 
missionary priest's introduction to China at 
the turn of the century. Here we are treated 
to such chestnuts as the novice China 
hand's stunned realisation that human ex- 
creta is collected in "honey buckets" and 
used to fertilise the fields, that cats are sold 
as food, his first taste of 1,000-year-old eggs 
and salted plums; one character even ob- 
serves that in China "the value of life is 
much cheaper than we consider it. A man's 
death is not considered important . . ." 

More importantly, the narrative builds 
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towards a highly unsatisfactory revelation. 
The Iron Tree is based on the self-exculpa- 
tory maunderings of Stephen Galvin, the 
young Catholic missionary. Defrocked and 
living out his declining days in Hong Kong 
in the early 1960s, Galvin's narrative is 
equally divided between reflections on his 
solitary existence in a rapidly modernising 
Hong Kong and his recounting of the cir- 
cumstances that led to his flight from China 
and his resignation from the priesthood. 
The denouement is disappointingly banal, 
for it fails to explain Galvin's actions and 
the obsessions and guilt that plague him. 

Despite these complaints, The Iron Tree 
is an often poignant and affecting novel. 
The narrator's voice is melancholy, re- 
signed, philosophically ac- 
cepting of the indignities of 
old age and the impossibil- 
ity of redemption, and 
above all, totally convinc- 
ing, lulling the reader into 
glossing over the book's 
weaknesses. 

Booth, author of six 
other novels and three 
books of non-fiction, is a 
talented and technically 
skilled writer. Many of the 
incidental figures in 
Galvin's Hong Kong are 
deftly sketched, notably 
Mrs. van der Poehl, a 
widow of uncertain age 
but undoubted character. 
In one of the funniest 
scenes in the book, Galvin describes a con- 
frontation between the formidable Mrs. 
van der Poehl and a young British govern- 
ment inspector who attempts to prevent 
her buying squid from an unlicensed 
hawker: 

"Madam," the European continued, 
"these laws are here to protect you. Those 
squid . . . may not comply with hygiene 
regulations." "Dear God!" Mrs. van der 
Poehl said . . . “do you think I give a sod 
about that? Let me tell you young man, 
when I was a prisoner-of-war in Hong 
Kong I ate rats roasted on a shovel over a 
fire of driftwood, seaweed and dried s***. 
And I am still here." 

Mrs. van der Poehl then proceeds to dis- 
patch the unfortunate hygiene inspector 
over the side of a nearby pier and into the 
harbour, much to the satisfaction of the 
Chinese crowd. 

Hong Kong seems to inspire potboilers 
by the score, but there are few, if any, at- 
tempts by literary writers to capture its 
peculiar magic. For that reason alone, as 
well as for its own enigmatic charms, The 
Iron Tree is a welcome addition to the cor- 
pus of novels set in the colony. 

ш Simon Elegant 


Simon Elegant is an assistant editor at the 
Review, based in Hong Kong. 
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Dragon at Sea 


Korea in the World Economy by Il Sakong. 
Institute for International Economics, 11 Dupont 
Circle, NW, Washington, D.C. US$25. 








Here is a pleasant surprise: a concise 
and not overly coy book written by an out- 
of-favour technocrat. Former South Korean 
Finance Minister Il Sakong, who was 
sidelined in 1988 in the backlash against 
ex-President Chun Doo Hwan, devotes 
most of this book to explaining South Ko- 
rea's success. Sakong's account stresses fa- 
miliar themes: rising savings and invest- 
ment rates; an obsession with exports; 
keeping inflation within bounds, and a po- 
litical commitment to growth. South Ko- 
rea, says Sakong, succeeded largely be- 
cause it got the fundamentals right. 

A wealth of data makes it a useful refer- 
ence for readers familiar with the story of 
the Korean miracle. Puzzled about the Ko- 
rean penchant for economic levelling in a 
country with relatively equal income dis- 
tribution? Sakong provides part of the an- 
swer: the top 5% of property owners hold 
title to nearly two thirds of the country's 
real estate. And, as he concedes in passing, 
know-who is almost as important as know- 
how in accumulating wealth. 

This is a choppy book, because differ- 
ent sections are intended for different au- 
diences. The economic history lesson is 
aimed at would-be dragons, but woven 
into the text is a plea to the developed 
world for understanding South Korea. 
Sakong contends that Korea should be ap- 
plauded for liberalising at its own pace and 
for reasons of self-interest. 

Amidst the thicket of statistics, Sakong 
shies away from confronting why Korea is 
arguably the most closed economy in the 
world for its level of development. The 
omission is more curious because the fi- 
nancial sector — the one Sakong knows 
best — is most restricted. 

The reason is simple: many in the min- 
istry believe that finance should serve the 
“real” economy, and are convinced that 
money needs to be managed by the gov- 
ernment much as water is managed in a 
rice paddy. For every technocrat like Sa- 
kong who believes in liberalisation there 
are scores of bureaucrats who do not. 

Sakong is circumspect about the politics 
of growth. Getting managers and workers 
to cooperate is one of the biggest challenges 
Korea faces. But there is little analysis of 
how Korean labour relations went sour 
during the glory days of technocratic rule 
— although there are repeated references 
to “wild” workers and farmers — or how 
they might be put back on track. 

Sakong rightly emphasises the political 
commitment to growth, and the personal 
involvement of former presidents Park 
Chung Hee and Chun Doo Hwan in com- 


manding forced-march industrialisation. 
But he shies away from the consequences 
of the economic nationalism that Park and 
Chun stoked: despite the changes, Korea 
remains a hostile place for foreigners to do 
business. Until foreign companies can com- 
pete fairly, Korea’s chaebol will continue 
to dominate the economy and remain a 
nettlesome political issue. 

Sakong directs his final message to Ko- 
rea’s politicians: economics matters. Strong 
growth over the past 30 years has bred 
complacency. But indecisive, politically 
driven economic policies threaten to pre- 
vent Korea from moving up the develop- 
ment ladder. It is time, says Sakong, to give 
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Islamic fundamentalists in Uzbekistan. 


Land of God 


The Resurgence of Central Asia: Islam or 
Nationalism? by Ahmed Rashid. 
Zed Books, 7 Cynthia Street, London. £36.95. 








In this recent book, REVIEW correspondent 
Ahmed Rashid chronicles the emergence of 
the five Muslim Central Asian states from 
obscurity to independence. 

Rashid deals with the legacy of Soviet 
rule, ethnic tensions, the position of women, 
the future of Islam and the question of nu- 
clear proliferation. He also observes the re- 
actions of the neighbouring Muslim coun- 
tries to these new Muslim states, and dis- 
cusses the problems confronting these states 
in terms of economic strategy, political sys- 
tem and the role of nationalism and Islam. 

The following excerpt is drawn from 
Rashid's concluding remarks. 


There are no easy solutions to the 
problems of Central Asia. In the early 
20th century, this vast region had to 
cope with Russian colonisation, tsarism, 
revolution, civil war, famine, collectivi- 
sation and then ethnic nationhood and 
communism . . . . More recently it has 
had to deal with independence, break- 
ing out of diplomatic isolation, eco- 
nomic hardship, ethnic conflict, a civil 
war in Tajikistan and the revival of na- 
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the professionals another chance. 

This is sensible enough. However, as 
this book unwittingly reveals, many tech- 
nocrats have a tin ear for politics. The task 
for Korea and much of East Asia is how to 
carry out effective economic policies 
amidst the tumult of democratisation. 

One solution is more deregulation and 
competition, which would strip the bu- 
reaucracy of many of its arbitrary powers 
and allow policymakers to concentrate on 
macroeconomics. Sakong seems unwilling 
to embrace this solution. Or perhaps he 
wants to write a sequel. m Mark Clifford 


Review business editor Mark Clifford is the 
author of Troubled Tiger: Bureaucrats, Busi- 
nessmen and Generals in South Korea. 


tionalism and Islamic fundamentalism. 
The republics' leaderships have so far 
just managed to keep their heads above 
water, preventing major economic and 
political chaos but unable to provide 
solutions for an increasingly demand- 
ing and demoralised public. 

By and large the peoples of Central 
Asia have so far not risen up to demand 
their rights, but this somnolent attitude 
cannot be guaranteed forever. The ma- 
jority of the population is under 30 
years of age, population growth is rapid 
and there is an ever-widening gulf be- 
tween a new generation and a leader- 
ship still governing in the old way. . . . 

The key to future stability will be 
how quickly the ruling elite will be able 
to change its old habits, move from cen- 
tralised, controlled economic manage- 
ment to the market and private enter- 
prise, give up its totalitarian methods of 
government and allow greater demo- 
cracy and political pluralism and decen- 
tralise the huge bureaucratic apparatus 
so that far-flung regions can decide their 
own economic and political paths to 
development. Above all, the leadership 
will have to become more accommodat- 
ing to the growing political pressures it 
faces, or it will be swept aside through 
political coups or in bloody and tumul- 
tuous movements such as have already 
been seen in Tajikistan. . . . 

It is therefore through the revival of 
traditional habits, customs, methods of 
work, culture and ideas drawn from the 
historical past that national identities 
can be forged and become positive fac- 
tors in contributing to the character of 
Central Asia in the future. To presup- 
pose that narrow nationalism or funda- 
mentalism will win the political battle 
in Central Asia is to underestimate the 
deep wells of knowledge and experi- 
ence that these ancient peoples have to 
draw on. Г 
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Business Monitor International's CHINA 1994 is a brand new and 
exhaustive analysis of China's business environment and outlook 


through end-1994 and 1995. 


. Published at a most critical time, CHINA 1994 offers 
executives doing business in this market an unmatched range of 
“benefits - including latest-available macroeconomic data, 
authoritative forecasts and expert political risk assessment. 
In short, CHINA 1994 presents the executive with a unique 
opportunity to reappraise the potential and the pitfalls of the 


world's largest emerging market. 


“А penetrating insight into Asia's key emerging market' 





9 Latest-available market intelligence and political risk 
assessment obtained through Business Monitor 
International's unrivalled network of public and private 
sector sources and statistical database. 


® An authoritative Forecast Summary for 1994 and 1995 


of all key political, economic, financial and industrial 
indicators — briefing you on China's prospects over a 
24-month horizon in less than an hour of your time — 
as well as alerting you to the principal risks. 


CHINA 1994 


Forecast Summary 15 pages 
А snapshot of China's political, economic, financial and industrial pro- 
spects through end-1995/ Principal domestic and foreign risks to coun- 
try forecasts. 


Contents 





Government & Political Risk 35 pages 
The political system/ The government and its policies/ Key leadership 
figures to watch/ Succession/ The CCP/ External relations. 


The Economy 55 pages 
Current position: market size, structure/ Policy environment: fiscal, 
monetary, structural reforms/ Recent performance and 24-month 
forecasts: GDP growth, prices and monetary policy, exchange rates, 
fiscal policy, wages and employment. 


External Accounts 20 pages 
Trends in merchandise trade/ Invisibles/ Current account and major 
components/ Foreign reserves, import cover and foreign investment, 
sources of foreign financing/ External debt levels & breakdown. 


The Business Environment 30 pages 
Recent and likely changes in corporate legislation: policy towards in- 
dustry, foreign investment, trade and exchange controls, price controls, 
labour and taxation issues, financing, external debt, stock markets. 


industry 35 pages 
Agriculture/ Oil and gas/ Utilities/ Manufacturing: chemicals and 
petrochemicals, steel, autos, textiles/ Construction/ Shinping, 
transport and communications/ Banking and finance/ Tourism. 


China's Regional Economy 20 pages 
Overview! Guangdong! Shenzhen/ Hong Kong/ Macau/ Fujian/ 
Hunan/ Shanghai/ Jiangsu/ Shandong/ Heilongjiang/ Xinjiang/ Tibet 


A NEWLY PUBLISHED COUNTRY REPORT WITH MACROECONOMIC, 
INDUSTRY AND POLITICAL RISK FORECASTS THROUGH END-1995 









€ 210 pages of commentary and analysis with over 60 
tables and graphs (historic time series 1988-03, 
forecasts 1994-95) on GDP, prices and wages, budget, 
foreign 
trade, balance of payments, foreign investment, banking, 
stock markets and all key industrial sectors. 


€ Money-back Guarantee: Business Monitor International 
guarantees high standards, so if China 1994 fails to 
meet expectations, payment will be fully refunded if the 
report is returned to us within 7 days. 


Providing specialist information on 
the world's emerging markets to 
businesses, banks and government 
departments in more than 100 
countries around the world. 
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Clockwise from left: The Bank of Korea, old and new; customers want innovations; unions are aggressive. 
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Frozen Assets 


The performance of South Korea's banks trails that of many of 
their counterparts in the region. Hope that a change in 
ownership rules will help them improve could be misplaced. 


By Terrence Kiernan in Seoul 


outh Korea's top finance officials 
$ know a bank with а stellar perform- 
ance when they see one. That's be- 
cause there are so few of them in South 
Korea, whose banks have long ranked 
among the sick men of Asian finance. 
One of the few healthy patients is 
Shinhan Bank, which has become one of 
the nation's strongest commercial banks in 
the 12 years since it was founded by Ko- 
rean businessmen based in Japan. Its net 
profits grew 6.2% to US$133 million in 
1993, a stark contrast to the sector's overall 
decline of 4.2%. The Office of Bank Super- 
vision, an arm of the central Bank of Ko- 
rea, gives Shinhan the highest ratings of 
any bank in the country based on the agen- 
Cy's annual assessment of management 
quality, balance-sheet strength, liquidity 
and capital position. 


54 


What explains the success of Shinhan? 
And why aren't South Korea's older, more 
established banks doing as well? For one, 
Shinhan has youth on its side. The bank 
escaped the extensive government interfer- 
ence in the sector that began in the 1960s 
and has left many of the country's institu- 
tions saddled with bad debt and inefficient 
management. Government restrictions 
have also kept the older banks from enter- 
ing lucrative areas such as the credit-card 
business. 

The disease isn't new, but the Ministry 
of Finance vows that it is serious about 
finding some effective medicine. After 
years of half-hearted attempts to heal the 
nation's sickly banking sector, ministry of- 
ficials are now being forced to ponder 
changes in the banks' ownership structure 
that would make them less beholden to 
regulators and hopefully strengthen their 
efficiency and profits. They are expected to 
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announce reforms to the General Banking 
Act, which governs the commercial bank- 
ing sector, later this year. 

It looks as if the elaborate plans will re- 
flect South Korean bureaucrats' taste for 
micromanaging change. Some analysts 
suggest that South Korea's banks have 
been down for so long that the best way to 
improve performance might be the sim- 
plest: allow them more freedom to run 
their businesses as profit-seeking opera- 
tions. Kleinwort Benson analyst Simon 
Smithson, who thinks that profitability will 
improve dramatically this year and next at 
South Korean banks, figures that a modest 
dose of deregulation will do wonders for 
the profitability of the banks. 

The problems are daunting. South Ko- 
rea's commercial banks are being eclipsed 
by the rise of less-regulated non-bank 
financial institutions. And a growing 
number of South Korean companies are 
turning their backs on the banks and look- 
ing towards the local and overseas capital 
markets for funding. Pohang Iron & Steel 
(Posco), for instance, is planning a US$150 
million issue of global despositary receipts 
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later this year, pending government ap- 
proval. In addition, the country probably 
will have to liberalise its financial sector to 
earn membership in the OECD in 1996. 

Banks have been left behind by an in- 
dustrial policy that effectively turned the 
institutions into a policy arm of the gov- 
ernment. Many spent most of the past sev- 
eral decades funnelling money to indus- 
trial sectors targeted for development. The 
process has left the banks with a crushing 
burden of non-performing loans that has 
hobbled their profitability. 

Bad debt at the nation’s top six com- 
mercial banks last year averaged a sizable 
15% of total loans. Of those, an estimated 
70% are “policy loans” required by the 
government to support strategic industries. 
By comparison, only 3% of Shinhan Bank's 
total loans are non-performing. As a result, 
South Korean banks rank second lowest in 
the world (just ahead of Japan) based on 
their return on equity of 5.5%. The nation's 
city banks saw their return on assets drop 
in 1993 to 0.5% from 0.7% a year earlier. 

Analysts attribute the poor performance 
to the government's 
strict oversight of 


to owning 8% of the nationwide commer- 
cial banks. Critics of this ceiling contend 
that it has kept the banks from having ef- 
fective owners who can introduce innova- 
tive management policies and stand up to 
the Finance Ministry. 

“Nobody has responsibility, and that is 
a very dangerous thing, especially for 
banks," says Lim Dong Sung, president of 
the Samsung Economic Research Institute 
in Seoul. A timely settlement of the owner- 
ship issue is also important given the gov- 
ernment's plan to privatise several state- 
owned banks starting early next year. Citi- 
zens National Bank will be the first to go 
under the gavel in early 1995, followed by 
Korea Exchange Bank, Pyungwha Bank, 
Korea Housing Bank, Industrial Bank of 
Korea and the Export-Import Bank. 

The ministry opposes the creation of 
financial conglomerates and is likely to 
lower the maximum shareholding limit in 
banks to 456 for everyone except "financial 
capitalists” — individuals without ties to 
chaebol, or industrial conglomerates — who 
would be allowed to own up to 15%. 


High Expenses, Low Profits 


Bank of Korea would approve all large 
shareholders. And banks with relatively 
small amounts of paid-in capital, such as 
the state-owned banks set to be privatised, 
could fall under different shareholding 
guidelines. 

A less-likely alternative still being con- 
sidered would also reduce the sharehold- 
ing limit to 4% but would encourage banks 
to set up consultative councils of large 
shareholders — those with at least a 1% 
stake — to oversee bank management. 
These councils would meet with the board 
of directors to evaluate the bank's perform- 
ance, supervise management and offer ad- 
vice. The council would also help select top 
managers and the bank's president. 

Park Sang Yong, an expert on financial 
reform and a professor at Yonsei Univer- 
sity in Seoul, favours this option. He says 
that a shareholders' council could use a 
“carrot and stick" approach to improve 
management. “Managers should be made 
more accountable for their actions, so when 
they do well they will be rewarded 
through a performance-based system," he 
says. "Management 
efficiency is a more 
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operations from the 
opening of new 
branches to entry 
into new businesses. 
Banks follow an un- 
written rule that if 
something is not ex- 
plicitly permitted, 
it's prohibited. 

A system of life- 
time employment 
protected by fierce labour unions has led 
to over-staffing. Most importantly, strict 
control over interest rates has favoured cor- 
porate borrowers over the banks. That, too, 
is changing. The government is in the 
midst of a three-stage interest-rate deregu- 
lation plan that by 1997 will free all rates 
except those for demand deposits. 

Some analysts are urging the Finance 
Ministry to allow local financial groups 
such as Korea First Bank and Shinhan, 
which already have affiliates in securities, 
short-term financing and leasing, to take 
over the ailing banks. They argue that the 
best way to promote management effi- 
ciency is to create large private owners. As 
an example, they point to Shinhan, where 
the president has been able to push 
through management innovations because 
he enjoys the backing of the bank's Ko- 
rean-Japanese shareholders. 

Finance Ministry officials agree that the 
banks need more autonomy. But they are 
still debating how to change the owner- 
ship rules. Currently, investors are limited 
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Government officials contend that un- 
der the current 8% ceiling, any three chae- 
bol could combine for a 24% ownership 
share and influence a bank’s policies. Such 
collusion has not been found, but concerns 
remain that the conglomerates could turn 
the banks into their own private safes. Sus- 
picion about the chaebols’ intentions runs 
deep in South Korea, which has a love-hate 
relationship with its big businessmen. 

This option, if adopted, would offer a 
face-saving compromise between the presi- 
dential Blue House and its senior economic 
secretary, Park Jae Yoon, and the Finance 
Ministry. Park advocates the formation of 
financial conglomerates. The plan the min- 
istry favours would enable large private 
shareholders to emerge, but it would limit 
their number and mute their influence. 

Relatively few investors would be able 
to meet the strict shareholding guidelines 
that in part require buyers to prove their 
money does not come from “improper” 
sources such as real-estate speculation and 
that it is not borrowed. In addition, the 
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Korean Federation of Banks 





marily wants to 
limit the financial 
influence of chaebol 
so that they can be 
more easily control- 
led. “Policymakers 
are afraid that they 
could lose control 
over the chaebol be- 
cause the only other 
way aside from lim- 
iting their access to credit is through taxes,” 
says Kwack Mahn Soon, an analyst at the 
Korea Economic Research Institute. 

Eventually, huge financial institutions 
may indeed emerge through a combina- 
tion of market forces and reduced govern- 
ment regulation. “The prospects for finan- 
cial conglomerates may not be completely 
dead, but the government has shown that 
it does not want to designate a specific bank 
or financial institution as a financial con- 
glomerate,” says Yang Won Keun, research 
director at the Korea Institute of Finance. 

But officials acknowledge that such an 
ownership structure may evolve. “We do 
not want to intentionally or artificially pro- 
mote the creation of financial conglomer- 
ates,” says a senior government official. 
“This process should occur gradually and 
naturally under the government's current 
five-year plan." 

Watch what the ministry does, not what 
it says, for there's little evidence so far that 
it will voluntarily relinquish control over 
the banks. Ei 


Source: Kleinwort Benson 
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Some Catch 


Obscure Indonesian firm backs some big deals 





By John McBeth in Jakarta 
| f nothing else, PT Pann MultiFinance is 





proof positive that you can't always tell 

a business by its office building. The 
little-known company operates out of a 
low-slung office block on a leafy back- 
street of central Jakarta. Behind the non- 
descript facade, however, it is assembling 
deals that bigger, flashier competitors can 
only envy. 

But then, Pann MultiFinance is no ordi- 
nary company: it is the leasing arm of In- 
donesia's Finance Ministry. With little fan- 
fare and only 80 employees (eight of them 
security guards), it has conducted a thriv- 
ing shipping business since it was estab- 
lished in 1974. It is now branching into air- 
craft, and, says president-director Rachman 
Pasah, possibly hotels. 

If anything puts Pann on Indonesia's 
business map, however, it is a recently con- 
cluded US$200 million deal to develop a 
modern deep-sea tuna fleet for Indonesia. 
The project places Pann at the centre of an 
effort Jakarta has long regarded as crucial 
to Indonesia's economic unity: develop- 
ment of shipping among the archipelagic- 
nation's 15,000 islands. It should also give 
Indonesia the fleet it needs to exploit fish- 
ing resources currently out of its techno- 
logical reach. 

But what is Pann MultiFinance? A pio- 
neer in Indonesia's infant leasing industry, 
Pann started 20 years ago by purchasing a 
handful of used vessels. To date, it has ac- 
quired 132 ships (58 of them still on its 
books), ranging from 720-ton coasters to a 
10,000-ton Japanese-built coal carrier. A 
May 1994 financial report put its assets at 
Rps 422 billion (US$195 million), up from 
Rps 128 billion in 1989. Last year it posted 
revenues of Rps 20.3 billion and net profit 
topping Rps 3.3 billion. This year's first- 
quarter revenue totalled an encouraging 
Rps 7.4 billion. 

Now comes its most important deal so 
far, if not its biggest: Pann is the govern- 
ment executing agency in a US$200 million 
contract between Indonesia and Spain to 
build 300-ton long-line fishing vessels. 

Financing details are still being worked 
out, but under the basic agreement the 
ships will be paid for by US$100 million in 
credits from the Spanish Government, pay- 
able over 30 years at 1.25% interest, and a 
matching US$100 million, seven-year com- 
mercial loan from Banco Bilbao Vizcaya, 
Spain's second-largest private bank. It is 
the first time Bilbao Vizcaya has ventured 
into Indonesia. 


Rachman says 10 out of Indonesia's 20 
major fishing companies have shown an 
interest in a lease-purchase arrangement 
for the 31 vessels, each of which would cost 
about US$59,000 a month over 15 years. 
Most of the interested companies are in 
Eastern Indonesia, a region whose deve- 
lopment the government is encouraging, 
partly by tax breaks. Indonesia's best fish- 
ing grounds are concentrated in the Straits 
of Malacca, around the coast of Kaliman- 
tan and near the Moluccas. 

Coincidentally or not, the chairman of 
the Association of Fishery Companies is 
industrialist and retailing magnate Sud- 
wikatmono, President Suharto's cousin 
and the owner of six separate fishery con- 
cerns. He was elected for a five-year term 


Indonesia’s Tuna Exports 
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Description 


‘Longfimed Tuna | 137] 402 | 699 











Yellowfin Tuna | 70.99 $209 | 7851 | 
spa |177 | 14.49 | 15.71 
Other Tuna | 16.98 [4623 [6591 


Source: Central Bureau of Statistics 


in 1992 pledging more investment, higher 
value-added marine exports and an im- 
provement in local shipbuilding standards. 
The deal with Spain should help him keep 
his word. 

Under present plans, the first eight 
boats will be built in sections in Spain, and 
then shipped out for final assembly at PT 
Iki, a state-run shipyard near the South 
Sulawesi provincial capital of Ujung Pan- 
dang. The remainder are expected to be 
built entirely in Indonesia over the follow- 
ing five years, most of them at Iki but 
others at smaller, privately owned yards in 
Ambon, Seram and the North Sulawesi 
fishing port of Bitung. 

Rachman hopes the deal will lead to 
follow-on orders for the same type of ships, 
and also for net trawlers to catch other 
varieties of fish from Indonesia’s 5.8 mil- 
lion square kilometres of territorial waters. 
Unlike Taiwan and Thailand, Indonesia 
has few ocean-going fishing vessels, and 
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because of a much-criticised ban on the im- 
port of used craft, local firms have char- 
tered more than 1,000 foreign-owned boats. 

For Indonesia, the deal means a lot 
more than fishing profits. Jakarta has long 
been concerned with uniting its huge, geo- 
graphically dispersed nation, and it thinks 
a domestic shipping industry would help. 
Indonesia’s early years of independence 
were marked by rebellions in its remoter 
parts. 

As important, a deep-sea fleet would 
also help the country better exploit its own 
resources. There are plenty of fish in Indo- 
nesia’s territorial waters, but it doesn’t have 
the fleet to catch them. 

“Quite often we end up buying our 
own fish,” says Rachman. “Because we 
don't have the technology, we're only play- 
ing around the shoreline." 

In 1987, Indonesia has only 386 trawl- 
ers, a figure which had grown to a still-low 
1,700 by the time the ban was imposed in 
1991 to protect local shipbuilders. Most 
firms say they cannot afford domestically 
built boats, and government officials com- 
plain that local fishermen lose about 20% 
of their catch to improper handling and 
poor refrigeration. With a refrigerated-hold 
capacity of 400 cubic metres each, the new 
ships will form the nucleus of a tuna fleet 
that may herald Indonesia's move into 
deep-ocean fishing. 

For a country surrounded by water, 
fishing plays a surprisingly small role, ac- 
counting for only 2% of GDP. But exports 
are growing quickly, already earning more 
than US$1 billion in foreign exchange. 
Shrimp accounts for 67% of all fishing ex- 
ports, but tuna is growing in significance 
(see chart). According to the Bureau of Sta- 
tistics, 1993 exports of fresh and frozen 
tuna, mostly to Japan, totalled US$167 mil- 
lion, up 58% from 1991. 

Indonesia's fish catch tripled from 1.1 
million tons in 1968 to 3.3 million tons in 
1991, but that works out to a meagre 4.7% 
annual growth, and even the present catch 
represents only 30% of the estimated po- 
tential. Sudwikatmono says a better fleet 
would help Indonesia exploit one of its 
greatest resources and provide a cheap 
source of high-quality protein. Rachman 
agrees: “What we're really doing,” he says, 
“is taking charge of our own fishing re- 
sources.” 

If the tuna-fleet deal doesn’t quite work 
out, Pann has other things on its plate. It is 
acting as guarantor in the phased purchase 
of up to 32 ex-Lufthansa Boeing 737-200s 
over the next two years, for allocation to 
Indonesian carriers Merpati, Sempati, 
Bouraq and Mandala. The deal is still sub- 
ject to negotiations between Pann, 
Lufthansa and KFW, the German institution 
which will bear the funding. Nonetheless, 
Jakarta has approved delivery of 10 this 
year, and Pann expects the remaining 22 in 
1995. Е 
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Wheelock and Company Limited 
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66 Wheelock's mission is to build — businesses, assets, 
markets, partnerships, international presence. 99 


Peter Woo, Group Chairman 


* Group profit up 50.1% 


* Net asset value per share up 70.3% to 


HK$20.03 
* Dividends per share up 26.3% 


* Attractive landbank amassed in Hong 


Kong and China 


* Defined China Strategy — measured and 
cash efficient approach in 5 regional hubs 


* Growing stable of ventures brings new 
dimension to future Group earnings 


Summary of Group Results 


Year ended 31st March: 1994 
HKS Million 


Turnover 2,226.1 


Operating profit 390.0 
Exceptional items (Note 1) 271.6 


1993 
HKS Million 


2,205.2 


376.6 
30.7 





Profit from ordinary activities 661.6 
Share of profits less losses 
of associated companies 1,896.2 


407.3 


1,318.5 





Profit before taxation 2,557.8 
Taxation (Note 2) (237.8) 


1,725.8 
(205.3) 





Profit after taxation 2,320.0 
Minority interests (115.4) 


1,520.5 
(52.2) 





Group profit attributable to Shareholders 2,204.6 
Appropriations 
Interim dividend (paid) (192.7 ) 
Final dividend (proposed) (837.5) 


1.468.3 


(153.9) 
(430.4) 





Transferred to revenue reserves 1,474.4 


Earnings per share 108.3 cents 


Dividends per share — Interim (paid) 9.5 cents 
— Final (proposed) 26.5 cents 


884.0 


71.6 cents 


7.5 cents 
21.0 cents 





- Total 36.0 cents 


Notes: 


(1) Exceptional items are as follows: 
Year ended 31st March: 1994 


HKS Million 

Profit on sale of long term investments 113.4 
Profit on sale of certain properties 

held for long-term purposes 158.2 


28.5 cents 


1993 
HKS Million 
30.7 





271.6 


30.7 


(2) The provision for Hong Kong profits tax is based on the profit for the year as adjusted for 
tax purposes at the rate of 17.5% (1993 - 17,5%). Overseas taxation is calculated at the 
rates of tax applicable in countries in which the Group is assessed for tax. The taxation 


charge is made up as follows: 


Year ended 31st March. 1994 
HKS Million 
Company and subsidiaries 
Current taxation 
Hong Kong profits tax 


Associated companies 
Current taxation 
Hong Kong profits tax 
Overseas taxation 
Deferred taxation 


1993 
HKS Million 











* Substantial Singapore presence for 


developing regional development 


* Wharf's asset driven recurrent earnings 


growth adds value to Wheelock 


* Wharf's recurrent earnings will be 


enhanced by HK$2.5 billion in future 
rentals from Times Square and 
Gateway I & II 


Purchase, Sale or Redemption of Shares 

During the financial year, the Company repurchased on 
The Stock Exchange of Hong Kong Limited a total of 
22,316,000 ordinary shares of the Company at an 
aggregate price of HK$209,600,700. 


Apart from the foregoing, neither the Company nor any 
of its subsidiaries had purchased, sold or redeemed any 
of its listed securities during the financial year. 


Annual General Meeting 
The Annual General Meeting of the Company will be 
held on Monday, 26th September, 1994. 


Book Closure 

The Register of Members will be closed from 19th to 
26th September, 1994, both days inclusive. Subject to 
Shareholders' approval, the final dividend will be paid 
on 7th October, 1994. 


By Order of the Board 
Wilson W.S. Chan 
Secretary 


Hong Kong, 28th July, 1994 

















"Extra touches 
are important 
in a hotel. 
They show our 
guests that 
we understand 
them. That's why 
the Taipei Hilton 
provides the Far 
Eastern Economic 
Review in 
its rooms." 
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RETAILING 


Beauty and the Beast 


Japan’s cosmetics makers brace for trade rulings 





By Charles Smith in Tokyo 


hen Japan's Fair Trade Commis- 
W sion (FTC) forced the country's top 
four brewers to liberalise the re- 

tail prices of their products in 1990, it was 
good news for half of Japan's population. 
Now the other half may be about to 
benefit from similar action. The ¥1.3 trillion 





| (US$13 billion) cosmetics industry — hith- 


erto a bastion of price controls and restric- 
tive trading practices — may be heading 
for a sweeping liberalisation as the result 
of a series of court decisions and ЕТС rul- 
ings that have been announced recently or 
are due soon. 

If the government does what consumers 
expect, and what a 
number of aggres- 
sive retailers have 
been campaigning 
for since late 1990, 
the gap between 
cosmetics prices in 
Japan and those in 
Europe and the 
United States could 
shrink to 50% or less 
from more than 


But manufactur- 
ers and some retail- 
ers will have an 
additional price to 
pay as well. "Liber- 
alising the cosmet- 
ics trade could lead 
to a drastic re- 
organisation of the 
distribution keiretsu [networks of small 
retailers] that have been built up over 
decades by top manufacturers like Shiseido 
and Kanebo to maintain price stability and 
limit ‘excess’ competition," says Keiko 
Sasaki, an industry analyst at Baring Secu- 
rities. 

Revamping or dismantling the keiretsu 
system could be costly for manufacturers, 
says Sasaki. But it is likely to be even more 
agonising for the 25,000 small retailers in 
Shiseido’s network who have been able to 
stay in business largely because the cos- 
metics giant has blocked efforts of some 
companies to expand market share 
through discounting. 

“If price competition really gets going 
in the cosmetics industry, it will be a zero- 
sum game for the distributors and there'll 
be major casualties in the manufacturing 
sector as well,” says another analyst. 
“That’s because the cosmetics market has 


FAR EASTERN ECONOMIC REVIEW 





Discount stores: Japanese heroes. 


matured to a point where lower prices 
won't increase demand much; they'll just 
encourage shoppers to switch from smaller 
to bigger retail outlets." 

Shiseido, Kanebo and other top Japan- 
ese manufacturers such as Kao and Kosé 
claim they have no objection to discount- 
ing. But the system of long-term supply 
contracts that major cosmetics companies 
have managed to impose on their keiretsu 
members ensures that few stores are able 
to undercut suggested prices. 

"Retail price discounting is ruled out by 
law on cheaper products because the FIC 
decided long ago to exempt goods worth 
less than ¥1,030 from the provisions in the 
anti-monopoly law that ban resale price 
maintenance," says 
Sasaki. The problem 
is that the manufac- 
turers have man- 
aged to make more 
expensive goods 
virtually exempt, 
too, though not 
through the law. 

Fujiki Honten, a 
cosmetics retailer 
with a small store in 
the downtown Asa- 
kusa district of To- 
kyo, started a dis- 
count delivery serv- 
ice for office work- 
ers in 1990. That's 
when Shiseido 
stopped deliveries 
to the company on 
the grounds that it 
violated a clause in its contract prohibiting 
sales to customers who do not visit the 
store in person. 

"Actually, it was not Shiseido itself that 
suspended delivery, but a wholesaler that 
is 100%-owned by the parent company,” 
says Ken Fujisawa, Fujiki's president. This 
distinction, he adds, could be important. 
The same thing couldn't have happened in 
the liquor trade because beer brewers don't 
own their wholesalers; indeed, large brew- 
ers often have to share distribution chan- 
nels with competitors. 

Retailers who stick to the letter of their 
contracts with manufacturers (which in- 
clude clauses that oblige them to use beauty 
consultants supplied from the head office 
to help sell products) can sometimes get 
away with price-cutting. But few com- 
panies are large enough to be able to afford 
to cut prices on products that are sold over 
the counter, rather than through the mail- 
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order services that manufacturers prohibit. 

"The manufacturers prefer it that way," 
says Yoshizo Egawa, a retailer based in 
Sendai, north of Tokyo. “In fact, the con- 
tracts they sign with us are designed to 
prevent us from getting big enough to cut 
prices." 

A shop in a small town or a Tokyo sub- 
urb might sell Y800,000 of Shiseido pro- 
ducts a month and perhaps Y200,000 of 
goods from a smaller manufacturer, says 
Egawa. But the amount will be smaller if 
the shop is an "only-san" retailer dealing 
with a single major manufacturer. Allow- 
ing for a 30% retail mark-up, that means 
the shop might be realising a gross profit 
of Y400,000 a month, leaving little room for 
discounting. 

The keiretsu system was pioneered by 
Shiseido in the 1930s, when Japan's cos- 
metic market was still in its infancy. Not 
all companies use the system today, ex- 
plains Shiseido spokesman Sam Sugiyama, 
but other top makers such as Kanebo and 
Kosé have built their own keiretsus. Max 
Factor, the U.S. company 
that places first among for- 
eign cosmetic brands in Ja- 
pan, has joined the club. It 


has its own network of tied pene price comparisons Е 
retailers, and has been a 3 E 


known to ration supplies to 
shops that step out of line on 
the price front. 

The stranglehold that 
major companies such as 
Shiseido and Kanebo have 
been able to maintain over 
retail prices looked virtually 
unbreakable until about a 
year ago. But some analysts 0 
say that the long recession 
and the appreciation of the 
yen against the U.S. dollar, 
which makes imports 
cheaper, may be starting to 
work against the price fixers. 

"Prices of some imported products have 
come down so steeply in the last year that 
local manufacturers are starting to hurt,” 
says Sadanobu Taguchi, an official at the 
Ministry of International Trade and Indus- 
try who monitors price differences between 
Japan and the West. 

“Chanel lipstick cost ¥5,000 in Tokyo at 
the beginning of 1993, but the price was 
cut to ¥4,000 in June and then to ¥3,200 in 
January this year. That meant that Chanel, 
though normally regarded as a luxury 
brand, was cheaper than a lot of Japanese 
lipsticks” says Taguchi. Max Factor fol- 
lowed Chanel’s lead in July 1994, when it 
cut the price of its Duomilia lipstick to 
¥3,200 from ¥3,700. 

The price cut had “nothing to do with 
the high yen,” says a Max Factor spokes- 
man. But it may be related to the growing 
awareness of Japanese women that foreign 
cosmetics usually cost far more in Japan 


U.S. 
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than in neighbouring countries, to say 
nothing of the manufacturer's home mar- 
ket (see table). 

Parallel imports — or the threat of them 
— could also be influencing foreign manu- 
facturers' pricing policies. A ruling by the 
Ministry of Health and Welfare that re- 
quires importers to produce a manufactur- 
er's certificate of contents means that only 
the foreign company itself, or its desig- 
nated sole agent, can sell goods in Japan. 

But all of this could change soon, says 
Tadanori Nakade, director of the FIC's In- 
ternational Economics Division. “We asked 
the Health Ministry in June to drop its 
restrictive ruling on cosmetics. If that 
happens, anyone will be able to bring for- 
eign cosmetics products into Japan and we 
may see some real action on the prices 
front.” 

Another reason the keiretsu system may 
be coming under pressure is that the me- 
dia have at last begun to take an interest in 
consumer-price issues. “In the old days it 
was fashionable to pay high prices for lux- 


Double or Nothing? 


U.S 
skin lotion 


European 
perfume 


E Japan WB Europe — Juss. 


* Brands not disclosed 


Source: Miti ER 


ury goods," says Dean Perry, a retailing 
analyst at Lehman Brothers. 

But since the recession began to squeeze 
incomes, discounters have become heroes; 
housewives will sometimes travel across 
Tokyo to shop at a store offering lipstick at 
20% off. When manufacturers start bully- 
ing the little shops that provide these serv- 
ices, it’s not surprising that newspaper edi- 
tors take notice. 

One of the most celebrated recent cases 
of a retailer getting into trouble over cos- 
metics prices occurred in July 1993. 
Shiseido and four other leading manufac- 
turers abruptly began limiting shipments 
to a chain of seven small cosmetics stores 
owned by Kawachiya Shuhan, a liquor re- 
tailer in southeast Tokyo that made a name 
for selling cut-price beer. 

Turnover at Kawachiya's cosmetics 
stores jumped 70% between May and June 
1993 after the company started offering dis- 
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counts of 20% on brand-name products, 
says Eiko Matsubara, manager of one of 
the stores. Then Shiseido froze shipments 
on the grounds that the shops broke their 
supply contracts by indulging in "second- 
ary wholesaling.” 

Soon after, Kanebo and Kosé (the sec- 
ond and fourth largest cosmetics manufac- 
turers) told Kawachiya they would not re- 
new supply contracts; Kao and Max Factor 
began severely rationing shipments. "Most 
of our stuff now comes from smaller mak- 
ers who don't bother with fixing retail 
prices," says store manager Matsubara. 
Kawachiya President Yukio Higuchi filed 
an appeal last winter with the FTC to force 
Shiseido to resume shipments on the 
grounds the original stoppage violated the 
anti-monopoly law. A decision is pending. 

Baring's Sasaki considers the Kawa- 
chiya case as the crucial test of whether 
discounting can take hold in the cosmetics 
industry. But Jiro Yamane, a lawyer who 
has made a career of representing small 
retailers in disputes with manufacturers, 
says the courts will have the 
last word on the issue. In 
September 1990, a Tokyo 
district court ruled that 
Shiseido had violated the 
anti-monopoly law by stop- 
ping shipments to Fujiki 
Honten, the Tokyo-based re- 
tailer whose mail-order serv- 
ice upset Shiseido's whole- 
saling subsidiary in 1990. In 
June 1994, a Sendai-based 
retailer, C & D Egawa, won 
a similar court ruling against 
Kao. Both companies have 
appealed to higher courts. 

The irony of the legal bat- 
tle being waged over price 
maintenance is that Shiseido 
and the other big cosmetic 
makers may be preparing to 
back out of the keiretsu sys- 
tem anyway. Shiseido in April 1992 estab- 
lished a new marketing company, Shiseido 
Cosmenity, which channels less-expensive 
goods to supermarkets and convenience 
stores that are outside the traditional 
Shiseido supplier network. More than 40% 
of Shiseido's cosmetics brands will be dis- 
tributed through the new system by late 
1994. But 75% of sales will still come 
through traditional channels. 

Shiseido's idea seems to be to run the 
new distribution division in tandem with 
the keiretsu system, at least for the next few 
years, says Baring's Sasaki. But the strategy 
could set off a price war at the bottom end 
of the market — especially as Kanebo and 
Kosé have announced plans to set up their 
own new sales channels for cheaper prod- 
ucts. The effect of all this on company prof- 
its could be "seriously negative," says 
Sasaki. For consumers, the hostilities prob- 
ably can't start a moment too soon. a 
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| GNP growth of 5% this 
| year, an upward revi- 


| picking up only later in 


BUSY NESSES 





ECONOMIC 


MONITOR: 


PHILIPPINES 





That's Better 


iger cub. That's what Filipino offi- 

[ cials like Finance Secretary Roberto 

de Ocampo call their economy. This 

may be more than idle boosterism, for the 

last several months have produced signs 
of a long-awaited turnaround. 

GNP grew 4.8% in the first quarter, com- 
pared with a year-earlier standstill. Sceptics 
note that remittances from the more than 1 
million Filipinos working abroad accounted 
for more than a percentage point of growth, 


| while accelerated government spending 


boosted construction sharply. 
Still, industrial output surged 7.7% in 
the first quarter, reversing a year-earlier 3% 
decline and offsetting the impact of a stag- 
nant agricultural sector. What's more, say 
optimists, there's more to this expansion 
than personal and government consump- 
tion, which in the 1987- 
88 boom merely laid 
the groundwork for a 
subsequent bust. This 
time, they say, capital 
investment is fuelling " 
growth: capital forma- 8 

tion expanded 19% in 
the first quarter, com- 6 
pared with a year-ear- 4 

lier 5%. President Fidel 
Ramos now expects 2 
0 


sion from 4%. 
Why all the excite- -4 

ment? Because the first 

quarter is usually slug- 

gish, with the economy 


the year. More impor- 
tantly, the data are the first confirmation 
that businessmen are responding to politi- 
cal stability, economic reforms and an ap- 
parent end to crippling power shortages. 
Investment in telecoms doubled in 1993 and 
jumped 52% in the first quarter, the result, 
many feel, of the administration's determi- 
nation to improve telecommunications. 

Meanwhile, multilateral agencies have 
opened the spigot of development assist- 
ance. After holding back for two and a half 
years, the IMF finally endorsed the coun- 
try's three-year economic programme, ap- 
proving on June 24 a US$684 million credit 
arrangement. That, in turn, inspired the so- 
called Paris Club of donor governments 
and multilateral agencies to reschedule 
debt and grant US$5.6 billion in assistance 
for this year and the next. 

But the IMF deal highlights the risks still 
facing the economy. What cleared the way 
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Philippine economy shows 
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for the IMF was Congress’ expansion of the 
value-added tax system to include most 
service industries, a move that should help 
contain the government's budget deficit. 
But opposition to the measure has 
prompted exemptions that will reduce the 
revenue generated, and election-leery law- 
makers may yet junk the tax. Others are 
challenging the tax in court. Dropping it 
would throw a spanner into the economic 
programme approved by the IMF. 

With such an evasion-prone tax system, 
it’s uncertain where the administration 
would get the money to sustain needed pro- 
grammes while pruning its budget deficit, 
as planned, from 2.9% of GNP in 1993 to 
2.1% this year and 1% next. Problem is, 
1995 is election year, which means spend- 
ing is likely to surge as the governing party 
seeks to boost its popu- 
larity. The administra- 
tion is desperate to keep 
Congress under its con- 
trol — lest Ramos be- 
come a lame duck for 
the remaining four 
years of his term — and 
generous outlays are 
one way to do so. 

Other structural 
problems threaten the 
recovery. University of 
the Philippines School 
of Economics professor 
Raul Fabella points to 
the trade deficit, which 
ran at US$3 billion in 
the first five months of 
the year and could total 
USS9 billion for the en- 
tire year, a 50% deterioration from 1993. 

This could haemorrhage into a full- 
blown balance-of-payments crisis, espe- 
cially as 15% of imports are consumer 
items, not capital goods. While 15% may 
not seem like much, the fact that the coun- 
try is only a few years into trade liberalisa- 
tion suggests it will expand further. 

A strong currency is exacerbating the 
deficit. The peso has risen to around 26.4 
to the U.S. dollar from 27.6 a year ago, due 
to the heavy influx of workers’ remittances 
and to high local interest rates. There is 
therefore no market mechanism to check 
the trade deficit, or to give exports a boost. 

Still, annual inflation ran at just under 
10% in the first half, helping interest rates 
fall. The benchmark 91-day Treasury bill 
yielded 13.5% in mid-July, down from 14- 
15% at the start of the year. 

W Rigoberto Tiglao 
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Wish You Were Here 


Upscale Hong Kong development gropes for buyers 





By Nury Vittachi in Hong Kong 


host towns were never meant to be 
G luxurious, but this one has the 

works: a three-storey clubhouse, 
two restaurants, a swimming pool and pri- 
vate beach. Indeed, it has everything a re- 
sort village needs, except for one thing: vil- 
lagers. 

Sea Ranch, a secluded luxury develop- 
ment on Hong Kong’s Lantau Island, is still 
largely deserted 19 years after it was put on 
the market. A recent morning “rush hour" 
found just eight commuters waiting for the 
sole ferry to Hong Kong's Central business 
district. Standing on the jetty, they were 
overlooked by hundreds of darkened win- 
dows in the silent 200-apartment complex. 

How could this happen in a city where 
space is so short and where property prices 
seem to double each year? And how is it 
that another, similar Lantau development, 








Lonely luxury. 


Discovery Bay, has done quite well? It is 
partly a function of location, partly of mar- 
keting. 

Sea Ranch was built in phases begin- 
ning in 1975 by Hutchison Whampoa, one 
of Hong Kong’s biggest conglomerates. 
Some companies bought flats as executive 
holiday accommodation. Individuals 
bought others, attracted by the 30-50- 
minute ferry commute to Central. 

By 1982 it was clear there was a prob- 
lem: no critical mass of users needed to 
make the project take off. In 1984, Hut- 
chison sold to the residents its share of Sea 
Ranch — the contract for Holiday Resorts 
Holdings, the management company, plus 
the three-storey club house, three motor 
cruisers and a swimming pool. The price: 
HKSI. 

In the years since, Sea Ranch has lan- 
guished under various resident committees 
trying gamely to keep the place going. The 
latest ignominy came this summer, when 
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one owner allegedly started using several 
of his flats for high-class prostitution, a 
business for which the isolated site appar- 
ently seemed ideal. Owners are up in arms, 
citing laws that prohibit use of homes as 
unlicensed guesthouses. 

Today Sea Ranch is trapped in a di- 
lemma: there are too few people during 
the weekdays to generate high revenue, 
and not enough revenue to improve facili- 
ties and entice more people. A new mar- 
keting tack might help, suggests Derek 
Larsen, head of residential analysis for 
property consultancy Brooke Hillier 
Parker. "Discovery Bay works because it 
didn't try to push the ‘resort’ angle,” he 
says. “It’s just a functional place. Sea Ranch 
could be marketed as a functional place 


which is rather nicer than Discovery Bay.” | 
Previous attempts to revitalise the place | 


have come to nought, but owners are giv- 
ing it another heave. The residents’ com- 
mittee will soon advertise for 
a general manager to revive 
the Sea Ranch Club, and it’s 
talking with hotel-manage- 
ment companies about taking 
control of the entire complex 
and making it a viable busi- 
ness. 

If there is a white knight 
for Sea Ranch, it may be the 
real-estate market itself. Prop- 
erty prices elsewhere in the 
colony have tripled in the 
past three years, leaving what 
was meant as an upscale de- 
velopment selling for bargain 
prices. A 1,500-square-foot flat with a 1,400- 
square-foot garden, yards from a private 
beach, goes for HK$3 million (US$390,000). 
That's the price of a 450-square-foot flat on 
Hong Kong island. 

Nearby is another cause for hope. Sea 
Ranch is just minutes away by boat from 
where Hong Kong/s new airport, Chek Lap 
Kok, is being built. The airport has already 
raised values elsewhere on Lantau, which 
residents hope will attract the jet-setters of 
the late-1990s. 

Property analysts see a challenge. "It's a 
nice place and it has potential," says 
Larsen, “but it'll happen only if they im- 
prove the transport service. Instead of one 
rickety old boat, they need a hydrofoil at 
regular intervals." Restaurants and other 
facilities also need upgrading, he says. 

“It’s worth doing," says civil servant 
Andrew Wells, who bought a flat a year 
ago and is now head of the residents' com- 
mittee. “It’s a damn beautiful place.” mw 
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Really good service 
isn't just 
being polite to strangers— 
it's understanding 
what someone is accustomed to 
and taking care of worries for them. 
This is the type of service 
we extend, 
because this is the service 
you deserve. 


hótel royal taipel 


37-1, Section 2, Chung Shan North Road, Taipei, 


Taiwan, В. 0. C. 
Tel: (02) 542-3266 Fax: (02) 543-4897 


X nikko hotels international 


For reservations, call your travel agent, 

the nearest LRI office, Japan Airlines office 

or Nikko Hotels International 
The Grande Collection of Hotels/LRI/-800-243-1166, 
Toll free in U. S. A./Canada 1-800-NIKKO-US (645-5687) 
Toll free in Mexico 95-800-NIKKO-US(645-5687) 

Toll free in U.K. 0800-282502. 

Tokyo (03)3248-4321 /Osaka (06)226-4321 

Hong Kong 739-4321 
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POLICIES 





The Money Machine 


No longer able to count on cheap credit and sweetheart 
contracts, Taiwan's Kuomintang is revamping its corporate 
empire. Secrecy is out, profitability is in. 


By Julian Baum in Taipei 

When Lee Teng-hui took the 
helm of Taiwan's ruling 
party six years ago, he also 
became the chief executive 
of an enormously wealthy 
but indifferently managed 
corporate empire. 

With investments in more than 100 
companies, the Kuomintang's (KMT) corpo- 
rate holdings are staggering. They range 
from nearly bankrupt firms in the textile 
and pharmaceutical businesses to hugely 
profitable oligopolies in the finance indus- 
try. Close ties to the government and state- 
run corporations are clearly a boon: party- 
operated enterprises enjoy privileges de- 
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nied other private-sector firms. And KMT 
companies don't have to pay for ineffi- 
ciency and often sloppy management. 
Most importantly, these businesses 
make the KMT the richest ruling party in 
the non-communist world. They will con- 
tribute almost all of the more than US$450 
million that the party will spend this year. 
For President Lee, who is also KMT 
chairman, gaining control over these com- 
panies and other property controlled by the 
party has taken even longer than consoli- 
dating his authority over the government 
bureaucracy and the military. Secrecy, lack 
of accountability and a tightly controlled 
patronage system dominated by mainland- 
ers who arrived in the 1940s placed many 
of these corporations beyond the reach of 
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the president and his followers, who are 
mostly native-born Taiwanese. 

That's now changing, though the con- 
solidation and restructuring of the KMT’s 
sprawling portfolio of companies is far 
from complete. The clock is ticking for this 
corporate makeover, for the KMT needs to 
boost profitability to fund its campaign 
machine. Meanwhile, the ruling party faces 
threats from the opposition Democratic 
Progressive Party to prohibit party-oper- 
ated businesses should the opposition take 
power in the next few years. 

The man picked to reform the KMT’s 
corporate operations and bring them out 
of the closet of shadowy practices is Liu 
Tai-ying, an economist and former class- 
mate of Lee's at Cornell University in the 
United States during the 1960s. Appointed 
chairman of the party's Business Manage- 
ment Committee in April 1993, Liu has be- 
come one of the most influential and con- 
troversial people in the KMT during the past 
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year. Formerly president of the Taiwan In- 
stitute of Economic Research, an indepen- 
dent think tank, Liu is also chairman of the 
KMT's venture-capital company, China De- 
velopment Corp. He has a reputation as an 
iconoclast who doesn't like to play by the 
rules but enjoys the president's trust. 

In a series of wide-ranging interviews, 
Liu frequently expressed exasperation with 
the entrenched independence of many of 
the party-appointed executives and railed 
against practices in the party that have lim- 
ited his flexibility and innovations. He says 
he is trying to break the mould of the KMT’s 
closed corporate culture by forcing com- 
panies to go public and replacing person- 
nel in top posts with his own appointees. 
He claims a mandate from Lee to improve 
the efficiency of KMT firms and modernise 
their management practices. Not surpris- 
ingly, he has encountered resistance from 
entrenched corporate executives. 

His overriding concern is to make these 
companies more profitable for his party, 
which is facing a series of election contests 
in the next few years that will determine 
whether the KMT remains in power. "My 
main job is to make money," he says. "I 
don't care how they spend it." 

This year Liu expects to turn over some 
NT$4.1 billion (US$155 million) to the KMT 
Finance Committee for its annual operat- 
ing budget, or some 80% of operating in- 
come. He will also be largely responsible 
for additional funding for this year's elec- 
tion campaign, an amount reportedly 
budgeted at NT$7 billion, though the fig- 
ure could go higher. 

The forces for change are inescapable, 
says Liu. "Taiwan's becoming democratic 
and the political situation has changed so 
much," he says with typical spontaneity. 
"It used to be that the party and govern- 
ment were inseparable, but now this is im- 
possible." 

One reason it's not possible to continue 
the privileged relations with the govern- 
ment is that the president himself is push- 
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ing to separate party and government func- 
tions as part of his political reform pro- 
gramme. The legislature has also become a 
powerful policymaking body, with one 
third of its seats filled by opposition par- 
ties. These changes are stripping the party 
of its privileged access to state subsidies 
and sweetheart contracts with government 
agencies and state-run companies. 


iu must have one of the world’s 
L toughest corporate assignments. Most 

of the party-owned corporations are 
unlisted and many are little more than 
sinecures that are resisting his attempts to 
reform them. 

"The party assigns so many people to 
be chairman or president who are not 
qualified," he says. "There are too many 
people past retirement age in the top jobs. 
They have special connections with the 
party leadership, but they often just take a 
high salary and do nothing." 

Party managers acknowledge that KMT 
enterprises in general suffer from poor 
management, adding that some party firms 
over the years have gone bankrupt. Liu 
says that last year only one third of the 
KMT's companies turned a profit at a rate 
higher than the prevailing bank interest 
rate of 8%. A third barely met that rate of 
return, and another third underperformed 
or lost money. 

"Party enterprises are just like state-run 
enterprises," says Loh Ren-kong, chairman 
of Dah An Commercial Bank and a former 
finance minister. "If they are protected and 
there is no competition, they do very well. 
But where there is competition from the 
private sector, government and party en- 
terprises are always at a disadvantage." 

A former employee at a KMT financial 
institution, who now runs his own com- 
pany, confirms the view that party-owned 
enterprises are inefficiently managed. "KMT 
managers don't want anything to do with 
reported earnings above 10% annually," he 
says. "They want to see steady perform- 
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ance and avoid sharp ups and downs.” 

To counter this complacency, Liu has 
brought in his own team of auditors to es- 
tablish management control, especially 
over problem cases. “My most important 
weapon is the audit,” he says. Auditing 
teams can spend up to three months inves- 
tigating a company. So far, the manage- 
ment committee has audited five firms, al- 
though Liu would not reveal which ones. 

Breaking the cult of secrecy has been 
another of Liu’s objectives. Party-owned 
firms are among the least willing of Tai- 
wanese companies to release data on their 
performance or reveal their ownership 
structure. The largest of the KMT's seven 
holding companies, Central Investment 
Holding, for instance, released its first an- 
nual report last year. So far, it is the only 
holding company to do so. In response to 
inquiries from this magazine, employees at 
several of the holding companies refused 
to reveal the names of their chairman and 
president — or even the company's fax 
number. 

Liu has not been as active in setting up 
new companies as his predecessor, Vice- 
Premier Hsu Li-teh. One analyst says that 
Hsu averaged one new company every 
two months during his tenure as chairman 
of the finance committee, which then con- 
trolled corporate affairs and the party 
budget. Instead, Liu has been cutting losses 
by closing down several companies, in- 
cluding a bankrupt candle-making firm 
and a paper company. He has also merged 
an electronics company with another party 
enterprise, though he has set up Taiwan 
Trade & Development Co. in Japan. 

Another element of his strategy is to 
correct the ethnic imbalance at the top of 
KMT corporations. Liu says that until last 
year, there were no native-born Taiwanese 
among the top ranks, although more than 
80% of the 2.7 million people the KMT 
claims on its membership rolls are from 
the island. The situation is improving, but 
the process has not been easy. 
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At lower levels, the KMT has had diffi- 
culty recruiting qualified younger staff be- 
cause of the party's poor image. In one re- 
cent experiment, the management commit- 
tee identified 20 promising university 
graduates through testing and placed 
them in a training programme. After- 
wards, none was willing to work for party 
enterprises. 

Among changes to the legal arrange- 
ments of its business affairs, the manage- 
ment committee recently registered the 
party's corporate holdings under the KMT’s 
own name for the first time. The registra- 
tion process was completed in June and 
listed some NT$36 billion in assets with 
the government. Liu says the amount rep- 
resents the book value of the seven hold- 
ing companies but excludes cash and real 
estate held by the finance committee. 

The figure also does not include over- 
seas properties that are usually held in the 
name of local Chinese societies but are ac- 
tually controlled by the party. Liu says the 
market value of the party's corporate hold- 
ings could be three times the book value. 
"No one really knows the net asset value, 
especially since it's not easy to value land 
in Taiwan," he comments. 

Other party managers have estimated 
the KMT’s marketable securities at roughly 
US$3 billion, not including more than three 
dozen KMr-controlled companies that are 
not subject to financial disclosure under the 
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corporations law. 
Independent ob- 
servers say the KMT 


vastly understates Теп most profitable KMT's share 
its сво туни companies for Taiwan's KMT of pe 
magazine calculat ownership | (NT$ million) 
the 1991 book value Kuomintang (96) 4 


of the party's assets 
in its registered cor- 
porations at NT$112 
billion. The same 
year, economists at 
National Taiwan 
University esti- 
mated the figure at 
NT$500 billion. 
Wealth and other 
publications have 
ranked the KMT-in- 
vested companies 
among the largest 
business groups in 
Taiwan. 

Party managers, 
however, say such 
estimates are exag- 
gerated. "Actually, 
when I took over 
this job last year, I 
thought the KMT was the biggest business 
group," says Liu Wei-ji, president of Cen- 
tral Investment Holding and a former dean 
of the business school at National Sun Yat- 
sen University. "But after coming here, I 
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Fuh-Hwa Securities 
44 Finance Co. is one of the 
mj Kuomintang's (KMT) flag- 
ship money-makers. It 
achieved the position 
through its monopoly in 
the securities market as a margin lender 
to retail investors and brokerage houses. 
Now the party is counting on Fuh- 
Hwa to make it even more money. It has 
placed the company, which is regarded 
as a financially sound institution attrac- 
tive to investors, at the top of its list of 
those that will go public. Fuh-Hwa has 
low funding costs and a continuing mo- 
nopoly on margin lending to securities 
brokers, so analysts predict its initial of- 
fering of 525 million shares, or 8% of total 
shares outstanding, will sell out quickly. 
(The KMT’s Kwang Hwa Holding Co. 
holds a 43% stake in Fuh-Hwa; two state- 
run banks, the Bank of Taiwan and the 
Land Bank, each hold 14% shares.) 
"When our company is listed, our 
capital flows will improve and more peo- 
ple will be able to participate in our busi- 
ness," contends Huang Shou-tsuo, Fuh- 
Hwa's executive vice-president. “If we 
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continue to hoard our assets and shut out 
the public, it would not help to liberalise 
the capital markets and make them more 
efficient." 

Critics have a different view. Some 
legislators intervened with the Taiwan 
Stock Exchange and the Securities and 
Exchange Commission (SEC) to try to de- 
lay the sale of Fuh-Hwa's shares. They 
say the KMT is trying to dump shares of a 
declining corporation on an unsuspecting 
public while earning unprecedented 
windfall profits. 

Analysts estimate that if Fuh-Hwa suc- 
cessfully sells the 525 million shares at an 
estimated market value of NT$60-70 
(US$2.25-2.63) per share, capital gains to 
investors would exceed US$1.2 billion. 
More than US$500 million of these earn- 
ings would go to the KMT. If the listing 
goes ahead as planned some time during 
the next several months, analysts say the 
earnings would be more than adequate to 
fund the election campaigns of ruling- 
party candidates in December. 

"The securities-finance law was tailor- 
made to fit Fuh-Hwa," contends James 
Liu, a former banker and a legislative con- 
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L] Central Investment Holding Co. 
[C] Kwang Hwa Investment Holding Co. 


* Planned for listing by end of 1994 
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KMT’s earnings from top 10 companies 


[L] Chi Sheng Holding Co. 
[C] Chien Hwa Investment Co. 


Source: Wealth magazine & 
companies’ annual reports 


found out it's not true. We don't even rank 
in the top 10." 

Assets, however, are not the only mea- 
sure of the party's corporate strength. In- 
dependent observers say that the KMT's ac- 


sultant who worked with the opposition 
to temporarily delay Fuh-Hwa's applica- 
tion. “This is a classic case of the KMT rob- 
bing the public by trading on special 
privileges." 

Lawmakers passed a resolution earlier 
this year seeking to postpone Fuh-Hwa's 
listing until the securities-finance law 
could be revised to end the company's 
remaining privileges. They also asked for 
an investigation by the Fair Trade Com- 
mission. The commission has reported 
that there were unfair practices involving 
Fuh-Hwa, but that none was illegal. 
After a delay of almost six months, the 
stock exchange approved Fuh-Hwa's list- 
ing in July; the company expects a final 
decision on its application from the SEC 
this month. 

Fuh-Hwa executives say their com- 
pany has been the target of unreasonable 
and misinformed criticism. Neither a 
bank nor a brokerage house, Fuh-Hwa's 
scope of business as an institutional mar- 
gin lender does not fit the rules applied to 
other financial institutions, they say. Like 
similar securities institutions in Japan and 
South Korea, they point out that the com- 
pany has a special status because it has 
no other source of revenues than its loans 
to investors in marketable securities. But 
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cess to government funds and low-cost 
capital from state-owned banks and inside 
connections with government agencies 
make it the most influential business group 
on the island. Critics claim that insider 
trading for its stockmarket operations is 
rampant. They say the party's privileged 
position in the marketplace and the blur- 
ring of public and private interests seri- 
ously distort economic competition and 
perpetuate corruption. 

Two prominent and well-entrenched 
examples of unfair competition, say crit- 
ics, are Fuh-Hwa Securities and Chung 
Hsing Bills Finance Corp. The companies 
have enjoyed monopolies or oligopolies in 
margin lending and the bills-finance busi- 
ness, respectively. Chung Hsing was the 
first bills-finance company established in 
Taiwan 18 years ago and has dominated 
the short-term money market ever since 
as one of three companies allowed to 
trade in securities of one-year maturity or 
less. 

“We still can't separate the KMT and 
government ownership," says economist 
Chang Ching-hsi at National Taiwan Uni- 
versity. “This is bad for the economy be- 
cause private enterprise can not compete 
with their special privileges." 

Another of the party's big money-mak- 
ers is China Development Corp., which has 
privileged access to funds from the cabi- 
net's Executive Yuan Development Fund 


there's a difference: in Japan and South 
Korea, these companies are not control- 
led by the ruling party. 

For a decade after its establishment 
in 1980, Fuh-Hwa did hold a monopoly 
on margin lending to Taiwanese retail 
investors and other brokerage houses. 
That monopoly was broken in 1990; 
now some 45 integrated brokerages also 
compete for retail margin lending. Fuh- 
Hwa's market share has consequently 
dropped to roughly 50%, or some 
US$2.5 billion of the margin loans out- 
standing among Taiwanese investors at 
the end of 1993. 

Fuh-Hwa’s revenues slipped in 1993, 
but its net profits rose sharply during 
the first half of 1994. The company an- 
nounced record net earnings of US$52 
million for the first half of the year, 15% 
more than its earnings for all of 1993, 
despite the increased competition. 

Other companies may soon be al- 
lowed to cut in on Fuh-Hwa’s remain- 
ing monopoly on institutional margin 
lending. “If our business is doing so 
poorly, why would five or six others be 
applying to join us in the institutional 
lending business?” asks Huang. “Our 
critics aren’t making any sense.” 

m Julian Baum 
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and low-cost capital from the Bank of Tai- 
wan. With a newly acquired trust licence, 
it also trades aggressively on the stock and 
bond markets, with 1993 earnings of US$49 
million on net assets of US$425 million. 
Earnings for the first half of 1994 jumped 
some 40% from a year earlier. 

“Our function is almost the same as the 
Chiaotung Bank," says Liu Tai-ying, refer- 
ring to the government's infrastructure-de- 
velopment bank. Liu divides his time be- 
tween China Development, which pays his 
salary, and his party job, which is unpaid. 
“In fact, if the Chiaotung Bank wants to 
invest in a company, they sometimes ask 
us to do it for them," he adds. 

( cludes roughly 100 companies with 

more than 30 listed firms. This, too, 
is part of the КМТ” strategy of gradually 
raising cash. In recent years the KMT has 
typically listed five or six companies annu- 
ally. ^The KMr's biggest financial resource 
is the stockmarket,” says a former member 
of the party's finance committee. 

Liu says that the policy should also help 
companies become more competitive. "Our 
new policy is to push all party-invested 
enterprises to go public and see fair com- 
petition with the private sector,” he says. 
Listings are good business for the KMT en- 
terprises, which have profited from their 
merchant-banking expertise. 

The listing of party firms, however, has 
not gone altogether smoothly. Legislators 
temporarily delayed the listing of Fuh- 
Hwa Securities (see accompanying story). 
And while Liu also wants to list Central 
Insurance Co. later this year and China 
Television Co. (CTV) next year, CTV's man- 
agement has not been cooperative. 

The KMr's media operations present a 
special challenge for Liu because they in- 
clude some of the original party-operated 
businesses that were key to its political pur- 
poses. One is the Central News Agency, 
which formally belongs to the party, but is 
often regarded as a national news agency 
because it has been under the govern- 
ment's budget for several decades. Some 
party officials and legislators say it would 
be appropriate to nationalise it. Liu may 
have to retain the party's newspaper, the 
Central Daily News, however, despite its 
operating losses. 

Yet another innovation this year will 
help the KMT squeeze more out of its earn- 
ings: pending registration as a tax-exempt, 
non-profit foundation. Party managers say 
this could give the KMT insurance against 
future actions by an opposition-led govern- 
ment. Should the legislature prohibit po- 
litical parties from operating commercial 
enterprises, as the leading opposition party 
has proposed, the KMT could stay in busi- 
ness as a non-profit foundation. "Besides, 
under our system they can't make laws 
retroactive," says Liu. E 


hina Development's portfolio in- 


FAR EASTERN ECONOMIC REVIEW 





It's 
The Law 


KMT reveals 
its assets 


erg The political party that has 
4 largely made laws in Taiwan 
"mg for the past 45 years is now 
making moves to have its 
own companies follow them. 
: In the past, the owner- 

ship of enterprises under the Kuomintang 
(KMT) was obscured by a complex network 
of cross-holdings among different com- 
panies with no formal connection to the 
ruling party. This was necessary in part be- 
cause the KMT was not a legal entity until 
1989, when the Law on the Organisation of 
Civic Groups was enacted and the KMT reg- 
istered as a political party for the first time. 
In June, the party completed registration of 


Liu Tai-ying: corporate clean-up. 


its seven holding companies in its own 
name, simplifying legal arrangements. 
Another important but little-publicised 
reform is the registration of the KMT’s most 
highly capitalised companies under Tai- 
wan's corporations law. After its firms reg- 
ister, the KMT will have to disclose financial 
information to the Securities and Exchange 
Commission, which will allow analysts to 
better evaluate its commercial holdings. 
Independent analysts say several of the 
party's largest enterprises for years have 
violated the law, which requires public dis- 
closure for companies capitalised at more 
than NT$200 million (US$7.4 million). 
KMT companies previously claimed they 
were exempt from the provision and re- 
fused to disclose financial or ownership 
details. Specifically, Central Investment 
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Holding — the party’s largest holding 
company — and Kwang Hwa Investment 
Holding said their investments could not 
be revealed because they involved sensi- 
tive national-security activities. China Tele- 
vision claimed to be a non-profit organisa- 
tion and said there were other legal com- 
plications with news-media operations. 
Only a handful of other highly capitalised 
companies have excused themselves from 
registration, including industries operated 
by the Ministry of National Defence. 

Liu Tai-ying, head of the KMT's Busi- 
ness Management Committee, says at least 
three of the party's largest holding com- 
panies — Central Investment, Kwang 
Hwa, and Chi Sheng Holding — will reg- 
ister soon. The move is part of a general 
restructuring programme that should 
make the corporations more accountable 
and more open to public scrutiny. 

Liu says he is also ending the common 
practice of using trustees to register party 
property under private names. In the past, 
some individuals or their heirs absconded 
with the party's wealth. A financial-disclo- 
sure law passed last year has also placed 
some senior government officials who hold 
party property under their own names in 
an awkward position. Some have declined 
to list party-held properties, though legally 
they are required to do so. 

"This corporate cleaning up and shuf- 
fling of ownership certificates should make 
a more efficient operation from an owner's 
and manager's perspective," says a corpo- 
rate lawyer whose firm has done work for 
the кмт. "Liu is doing what any corporate 
or financial officer would do to consolidate 
their holdings." 

A clearer separation of ownership and 
functions among the various holding com- 
panies is also occurring. Central Invest- 
ment has "donated" the Kwang Hwa and 
Ching Teh holding companies to the party, 
which is now the sole legal owner of each. 
Each holding company is now more clearly 
identified with a certain industry or func- 
tional purpose, though these definitions are 
not rigidly followed (see chart on page 63). 

One advantage of the new legal ar- 
rangements is that it will ease the party's 
access to earnings from its own companies; 
they will now be paid directly to the Cen- 
tral Committee. In the past, holding com- 
panies passed along earnings as "dona- 
tions." Sometimes the KMT finance commit- 
tee protested that the donations were not 
adequate, whereas the managers preferred 
to hold back payments to build their in- 
vestment portfolios. 

"This is why the KMT-owned businesses 
grew so fast," says Liu Wei-ji, president of 
Central Investment. “Sometimes the dona- 
tions to the party were very little, but now 
the KMT can receive much more profit than 
before. If the party needs more money, we 
can easily increase earnings by selling off 
more shares.” ш Julian Baum 





POLICIES 


Scouting Report 


Tight home market forces party overseas 


When Liu Tai-ying tried to 
pass through immigration at 
Hong Kong's Kai Tak Inter- 
national Airport last March, 
police led the chairman of 
: the Kuomintang's (KMT) cor- 
porate management committee away for 
questioning. Although Liu held a valid, 
multiple-re-entry visa for the colony, po- 
lice detained him for eight hours. 
According to Liu, the Hong Kong Gov- 
ernment was suspicious that he was on a 
political mission for Taiwan's ruling party. 
In fact, he was on a business trip; he trav- 
elled to the colony to sell part of a KMT- 
owned office building. But after returning 
to Taipei, the voluble economist was noti- 
fied, without explanation, that his Hong 
Kong visa had been cancelled. 
“Tm a businessman, not a politician,” 


Jm 





Vietnam factory: not everything worked. 


Liu complained afterwards. “It’s strange 
that I’m welcome in mainland China, even 
though I can't invest there, but I can't go to 
Hong Kong." 

As chairman of China Development 
Corp. (a KMr-controlled venture-capital 
company) and head of the party's corpo- 
rate-restructuring effort, Liu is scouring the 
region for investment opportunities as po- 
litical criticism and increasing private com- 
petition at home reduce business prospects 
on the island. 

He travels often to China and would 
like to do more there, but the KMT bars its 
firms from investing on the mainland. The 
Mainland Affairs Council, which oversees 
Taiwan's policies towards China, has 
blocked his investment proposals. “China 
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has a lot of high technology, but they don't 
know how to commercialise it,” says Liu. 
“We do.” 

The closest he has come to doing busi- 
ness with the mainland is an investment in 
the Beijing-controlled but Hong Kong- 
based APT Satellite Co., which on July 21 
launched the Apstar-1 telecommunications 
satellite. After months of persuading offi- 
cials in Taipei, Liu was allowed to take a 
disappointingly small 14% stake in APT. He 
did it through Hong Kong-based Kwang 
Hua Development & Investment, a US$20 
million joint venture with Taiwan's 
Ruentai Group. 

Despite rumours to the contrary, party 
managers say this is their only China- 
linked investment to date. Liu would like 
to set up more formal channels for work- 
ing with the mainland, but he says it is too 
difficult to get authorisa- 
tion to do business with 
state agencies and senior 
cadres. 

The party also faces 
concern at home about 
contacts with China. 
"People are afraid that if 
the party's companies in- 
vest in mainland China, 
they would do some- 
thing against the interests 
of Taiwan," says econo- 
mist Chang Ching-hsi of 
National Taiwan Univer- 
sity. 

So Liu — and the KMT 
— are looking to other 
countries for opportuni- 
ties to expand. China De- 
velopment is currently 
considering many pro- 
jects in Southeast Asia, 
but its sites extend as far as North Korea 
and Russia. The push into Southeast Asia 
was spurred by President Lee Teng-hui's 
"vacation diplomacy" earlier this year 
when he visited the Philippines, Indonesia 
and Thailand and promised the leaders of 
these countries more Taiwanese invest- 
ment. 

With private companies difficult to per- 
suade and state-run companies requiring 
legislative approval, observers say that 
only party enterprises can be made to fol- 
low Lee's "go-south" policy that aims to 
steer Taiwanese capital away from China 
and towards Southeast Asia. 

The newest and largest party-inspired 
projects are in Indonesia. China Deve- 
lopment formally entered a partnership 
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with the Djajanti Group to cooperate in 
agriculture, fisheries and manufacturing. 
According to a memorandum of under- 
standing signed on July 26, their first joint 
venture will be a US$600 million cement 
plant in eastern Indonesia that the Taiwan 
side will help finance. Another project un- 
der negotiation, say party managers, is a 
US$1 billion petrochemical plant near 
Surabaya. China Development is also ne- 
gotiating to acquire a bank in the country. 

The party began to invest in Southeast 
Asia under Liu’s predecessor, Hsu Li-teh, 
who was KMT finance chairman from 1988- 
93 and is now the vice-premier. Hsu 
bought a banana plantation in Vietnam 
and joined a Vietnamese partner to set up 
an industrial park for Taiwanese manufac- 
turers near Ho Chi Minh City. 

Party sources say that those investments 
have been failures and that China Deve- 
lopment has reduced its share in Central 
Trade and Development Co., its Vietnam 
investment arm, to 25% from 75%. The in- 
dustrial park was poorly organised and 
land prices were exorbitant, according to 
Liu. China Development is not retreating 
from Vietnam, however, and is negotiating 
with state agencies to take on new projects 
in the northern part of the country. 

Elsewhere, the KMT has set up trading 
companies in Japan and Russia under the 
Yueh Sheng Chang Investment Co., one of 
the party’s seven holding companies. The 
Japanese company is intended to help re- 
duce Taiwan’s massive trade deficit with 
Japan. Last September, the party purchased 
a 15-storey office building in Tokyo where 
it plans to set up a trade centre to promote 
Taiwanese products. 

Liu is also scouting for a new office 
building in Hong Kong after selling much 
of the building that housed the Hong Kong 
Times, which was closed down after in- 
curring annual losses of HK$2 million 
(US$260,000). KMT members criticised that 
decision, as well as the modest selling price 
of HK$190 million for 14 floors of the 22- 
storey building. Liu defends the deal, say- 
ing the property market was extremely 
volatile and that the sale was awkward 
because the party refused to sell to any 
mainland Chinese buyers. 

The deal prompted reports that Taiwan 
Was cutting its ties to Hong Kong in ad- 
vance of Chinese rule in 1997. Liu, how- 
ever, says he’s still in the market for new 
property in the colony and his staff is 
checking out possible sites. 

The party has also set up a holding 
company in Singapore as part of a contin- 
gency plan for reclaiming property in 
China formerly owned by the KMT. Among 
the properties is the famous Qingdao brew- 
ery, pieces of which were shipped to Tai- 
wan in 1949. “We still have lots of prop- 
erty in China, but it now belongs to a 
group under the Chinese Communist 
Party,” says Liu. m Julian Baum 
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TRADE 

Citizen 

Kim 

South Korean campaigns 
to lead WTO 





By Mark Clifford in Hong Kong = 





South Korean as world trade tsar? 

To foreign businessmen and trade 

negotiators who regard South Ko- 
rea's economy as one of the most protected 
in the developed world, the idea is prepos- 
terous. This, after all, is the country where 
Uruguay's embassy received threatening 
telephone calls simply because its govern- 
ment hosted the 1986 talks for which the 
latest round of world trade liberalisation is 
named. 

Now, Minister of Trade, Industry and 
Energy Kim Chul Su is campaigning to 
become the first head of the World Trade 
Organisation (WTO), which will be the trade 
court of last appeal when it succeeds Gatt 
on January 1. 

Whatever South Korea's trade record, 
dismissing Kim's candidacy would be a tri- 
umph of cynicism over substance. The 53- 
year-old is the first South Korean fielded to 
head a major international organisation. 
That South Korea nominated him at all, 
says Kim, demonstrates the country's com- 
mitment to the multilateral trading regime. 

It also reflects the more outward-look- 
ing orientation of President Kim Young 
Sam, whose administration seems serious 
about making its favourite buzzwords — 
internationalisation and liberalisation — 
something more than slogans. Just look at 
what Minister Kim smokes: Marlboro 
Lights. South Korean officials were once 
jailed for smoking foreign cigarettes. Even 
today, puffing on foreign tobacco remains 
a slightly defiant gesture among people 
who are, for a developing country, among 
the world's most nationalistic and inward- 
looking. 

Kim Chul Su is South Korea's most ex- 
perienced trade negotiator, a skill honed 
during six years as assistant trade minister. 
Although South Korea's civil servants typi- 
cally swap jobs every year or two, Kim was 
assistant minister in charge of trade affairs 
during 1984-90 — a period when South 
Korea racked up its biggest trade surpluses 
ever and rankled many of its trading part- 
ners. Kim had the unenviable job of 
smoothing those disputes, but he proved 
himself a skilled negotiator, most notably 
by defusing the threat of United States re- 
taliation. 

A new breed or not, Kim faces stiff 


Kim: man of the world. 


competition for the wTO leadership. Out- 
going Mexican President Carlos Salinas, 
Brazilian Finance Minister Rubens 
Ricupero and former Italian Trade Minis- 
ter Renato Ruggiero also want the job. 
Kim, on a recent visit to Hong Kong to 
woo Asian support, says an Asian should 
be taken seriously if for no other reason 
than that East Asia's economy is almost 
the same size as Europe's and North 
America's. By the turn of the century, he 
says, East Asia will account for one-third 
of world trade. 

Still, Kim doesn't want be known sim- 
ply as the candidate from Asia, a region 
that has produced few leaders for interna- 
tional organisations. He prefers talking up 
his ability to act as a bridge between the 
developed and developing worlds. After 
all, three decades ago, when Kim was a 
college student, South Korea's per-capita 
GNP was less than US$100 a year — less 
than India's at that time. 

Thirty years of economic growth aver- 
aging nearly 9% a year — a sustained ex- 
pansion matched only by Taiwan — have 
put South Korea firmly in the ranks of the 
middle-rich. It is poised to join the rich 
man’s club, the OECD, in two years’ time. 
"We, as Asians, have a very balanced view 
of trade," Kim says. 

Kim dismisses the notion, popular 
among some of South Korea's press, that 
he should be selected as reward for the 
country's ratification of the Uruguay 
Round. Kim says only that the job ^would 
be a natural complement to what I have 
been doing all these years — solving trade 
problems. I want to contribute to the world 
trade system." 

Cynics may scoff, but few countries 
have more to gain from the regime than 
South Korea itself, whose US$166 billion in 
trade last year made it the world's 12th- 
largest trading nation. a 
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TRADE 


Going 
Soft 


EU's patient handling of 
Japan produces results 


By Shada Islam in Brussels 








ts still a tense relationship. But Euro- 

pean Union (EU) trade officials say they 

see signs of "encouraging" progress in 
trade patterns with Japan. 

Brussels has carefully shunned the more 
aggressive negotiating tactics employed by 
United States Trade Representative Mickey 
Kantor. And now, after years of waiting, 
EU officials say their softly-softly approach 
is beginning to pay off. 

To be sure, EU officials say Tokyo isn't 
working as hard as it should to relax im- 
port barriers and deregulate the economy. 
But the EU is nonetheless encouraged by 
recent figures showing a significant nar- 
rowing of its chronic trade deficit with Ja- 
pan. 

The deficit had declined to US$26.3 bil- 
lion last year from US$31.2 billion in 1992. 
But officials attributed that mostly to a de- 
cline in Japanese exports. 

Now, though, European officials are 
hailing a 20.7% drop in the deficit — to 
US$11.7 billion for the first six months of 
1994 — because it reflects an increase in 
European exports. 

During the first six months of 1994, EU 
exporters managed to sell US$15.7 billion 
of goods in Japan, up 6.8% from a year 
earlier. At the same time, Japanese exports 
to the EU slipped 7%, to US$27.4 billion. 

The increase in EU sales largely reflects 
the rise of the yen, which makes European 
products more competitive. But, also for 
the first time, Japanese consumers are not 
just buying European luxury goods — the 
EU's traditional high-selling items in Japan. 
They're also buying European cars, furni- 
ture, transport equipment, textiles, chemi- 
cals and beer. 

The EU believes that this could be the 
result of Japan's gradual easing of re- 
strictions like the three-year waiting pe- 
riod it used to impose for granting liquor 
licences to supermarkets selling European 
alcohol. 

"We apply subtle pressure on the Japan- 
ese authorities, but it's pressure neverthe- 
less," stresses John Richardson, head of the 
EU Commission's unit for relations with 
Japan. 

Unlike American trade officials, 
Richardson refuses to set numerical targets 
for access to the Japanese market or to use 


AUGUST 11, 1994 





the threat of sanctions to expand trade. 
“We have made it clear we do not approve 
of the U.S. preference for negotiating un- 
der duress," he says. 

Instead, Richardson and other EU trade 
officials have opted for patience — and 
persistence. For more than 12 months now, 
Brussels and Tokyo have been assessing 
the trade performance of about 32 Euro- 
pean exports, trying to identify why EU 
goods aren't doing better in Japan. Al- 
though the results haven't been released, 
the exercise has proved useful in "demys- 
tifying the trade relationship," Richardson 
says. 

One result is that the EU, convinced that 
European exporters are not fully aware of 
trading opportunities in Japan, is now run- 
ning an ambitious export-promotion pro- 
gramme for European businesses seeking 
to expand sales in the country. 

Brussels is also pushing for more “in- 
dustrial cooperation” between European 
and Japanese manufacturers. It also is try- 
ing to persuade Tokyo to accept mutual 
recognition of standards for medical and 
other equipment. 

EU officials charge that Japanese im- 
porters still take “discriminatory” decisions 
in favour of American goods. While Tokyo 
may not have a formal policy favouring 
the U.S., Brussels claims that Japanese buy- 
ers believe their government wants them 
to concentrate on purchasing American 
products. Japanese officials insist they have 
no power to influence private-sector busi- 
nesses. 

At recent high-level talks in Brussels, 
EU officials told Japanese Deputy Foreign 
Minister Sadayuki Hayashi that such fav- 
ouritism had to stop. As examples, 
Richardson said: 
> All Nippon Airways had cancelled an 
order for European-made Airbus planes in 
favour of America’s Boeing aircraft. 
> Britain's Rolls-Royce jet-engine manu- 
facturers had never managed to sell to Ja- 

an. 
b Japanese firms interested in building a 
regional aircraft were showing "undue 
preference" in cooperating with Boeing 
rather than European aircraft makers. 

The EU contends that the U.S. is asking 
for a fixed level of American car-parts ex- 
ports to Japan. It argues that even if Japan 
didn't agree to this, Japanese car makers 
may buy American parts in the belief that 
the government wanted them to do so. 

Moreover, the EU says that the semi- 
conductor agreement between Washington 
and Tokyo has led to U.S. dominance of a 
20% foreign share of Japan's semiconduc- 
tor market, with Europe and South Korea 
getting only minor shares. 

Consequently, the EU thinks Japan 
should do more to improve European ac- 
cess to its market. "Japan has to show that 
Europe's way of doing business produces 
results," Richardson says. a 
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So Near Yet So Far 


U.S. threatens Japan with sanctions over procurement 





By Nigel Holloway in Washington 





n the end, negotiations between Japan 

and the United States about government 

purchases of telecoms and medical 
equipment broke down over a single word. 
Should an agreement allow for “substan- 
tial” or “significant” increases in American 
sales to Japan? 

The two top negotiators — Deputy For 
eign Minister Sadayuki Hayashi and 
Deputy U.S. Trade Representative (USTR) 
Charlene Barshefsky — spent many hours 
on July 29 and 30 fruitlessly discussing the 
merits of the two words. After all, “one 
man’s semantics is one woman’s sub- 
stance,” says a U.S. trade official. 

The disagreement over terminology 
shows how little trust there is between the 


Odd One Out 


Market share of U.S. and Japanese medical 
„ equipment companies in major markets 
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two sides, trade specialists say. Or, more 
precisely, between the two chief nego- 
tiators. But much rides on these negotia- 
tions. 

A failure to agree on Japanese Govern- 
ment procurement practices could jeopar- 
dise the entire U.S.-Japanese framework 
agreement concluded in July 1993. A col- 
lapse of that understanding would seri- 
ously harm relations between the two 
countries and would likely send the U.S. 
dollar still lower. 

Bilateral relations haven't yet reached 
such a pass. But they were nudged in that 
direction on July 31, when USTR Mickey 
Kantor announced that Japan had 60 days 
to reach an agreement with the U.S. over 
the Japanese Government's procurement of 
medical equipment and telecoms hard- 
ware. Failure to do so could invoke trade 
retaliation by the U.S. 

If that happens, Japan says it will pull 
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out of any further talks on government 
procurement. But it would be difficult to 
prevent the rest of the framework talks 
from being affected, sources say. The other 
products being discussed — such as com- 
puters, satellites, cars and car parts — may 
be different, but the principles at stake are 
the same. 

The first issue revolves around how to 
ensure improved market access for Ameri- 
can telecoms and medical-equipment sup- 
pliers. The second concerns how to mea- 
sure the result of the changes. 

In his announcement, Kantor pointed 
out that the foreign share of Japan's public 
and private telecoms market is currently 
5% compared with a foreign share of other 
rich countries’ markets of 25%. In the case 
of medical equipment, U.S. manufacturers 
account for nearly 40% of the 
public and private market in 
the European Union, but less 
than half that in Japan's. 

For their part, the Ja- 
panese point out that the 
foreign share of the U.S. 
market for officially pro- 
cured telecoms and medical 
equipment is even smaller 
than it is in Japan. According 
to Japanese figures, the for- 
eign share of its telecoms 
market was 0.6% in 1991, 
compared with only 0.0796 
in the U.S. By contrast, for- 
eign firms accounted for a 
38.5% slice of Japanese 
government purchases of 
medical equipment in 1991, 
against 1.5% in the U.S. 

In the latest negotiations, Japan refused 
to accept any wording that would include 
numbers for what should be the U.S. share 
of the Japanese market in future. Japan has 
argued for much of the past year that these 
would become targets or quotas, as oc- 
curred with the 1991 bilateral semiconduc- 
tor arrangement. 

While the argument over numerical tar- 
gets is bogged down, US. trade officials 
reported that progress was made in talks 
on improving procurement procedures. 
This was particularly true in the discus- 
sions involving the purchasing practices of 
Japan’s main telecoms provider, Nippon 
Telegraph & Telephone (NTT). “Every time 
we meet, we get closer,” says a US. offi- 
cial. Now, the U.S. side has indicated that 
it might be willing to reach an agreement 
on NTT procurement separate from the rest 
of the talks, sources say. п 


NNT AVH/OIHdVHO M3IA3H 


Countries 


BUSINESS 





MARKETS 


A Piece of the Action 


Petron pitches huge IPO to retail investors 








By Rigoberto Tiglao in Manila 

ave you bought your Petron? That's 
i the question being asked by many a 
Makati office worker eager for a 
piece of what one securities analyst calls 
“the mother of all IPOs." 

Indeed, the initial public offering for 
state-controlled Petron Corp., the country's 
biggest oil refinery, is Manila’s largest ever. 
Worth at least P9 billion (US$340 million), 
it alone nearly matches the P11 billion of 
new stock issued in Manila in all of 1993. 

It’s also the first time any IPO has been 
marketed directly to small investors, by- 
passing stockbrokers (who are acting for 
this issues only as agents). Through 400 
outlets nationwide, the government is sell- 
ing Petron scrip in minimum lots of 500 
shares, for P9 each. “It’s really implement- 
ing the government's ideal of people em- 
powerment,” says Petron Chairman 
Monico Jacob. 

Of the 1 billion shares offered — half 
the government's 40% stake — 300 million 
are being auctioned (foreigners can buy 
only these shares), and another 600 million 
are reserved for individuals, who may buy 
up to 5,000 shares each at the P9 issue 
price. Another 100 million are reserved at 
the offer price for employees of Petron and 


Petron reports that in the first 15 days 
of the offering, which began July 18, more 
than 184,000 subscribers applied for 406 
million shares. That already dwarfs the 
90,000 shareholders in Philippine Long 
Distance Telephone, previously the most 
widely held stock. The offer ends August 
5, and the listing follows a month later. 

For all the public interest in Petron, 
some are trying to torpedo it. Six members 
of Congress filed suit in the Supreme Court 
to do so. They alleged that the government 
didn't demand a high-enough price for the 
40% of Petron it sold to Saudi Arabian Oil 
Co. in December. A decision is pending. 

Still, the issue remains attractive for 
small, even first-time stock investors, who 
see in Petron another Philippine National 
Bank issue. Offered in 1989 at P170, it now 


“та 
o 
o 
m 
2 
m 
z 
> 
2 
т 
o 





trades at P430. At its P9 offer price, Petron 
looks like a steal. That works out to a price- 
earnings ratio of 14 on projected 1994 earn- 
ings (P3.2 billion). 

For the 300 million shares being sold 
through auction, stockbrokers report most 
bids are in the range of P14-15. One reports 
a bid of P18. "If nothing else, foreign insti- 
tutional investors are interested in Petron 
since this gives them exposure to a big 
company in the country," says Rene 
Ongpin, managing director of Jardine 
Fleming Exchange Capital Securities. 

That interest is all the more remarkable 
given the highly politicised nature of pe- 
troleum, whose price is regulated in the 
Philippines. Price increases invariably trig- 
ger street demonstrations — and even a 
coup attempt, as in December 1989. Al- 
ready, House Speaker Jose de Venecia, 
President Fidel Ramos' political leader in 
Congress, is pushing to cut prices of petro- 
leum products. 

"You just have to weigh that risk," says 
chairman Jacob. "That risk, though, would 
be minimised as the country moves to- 
wards deregulation of oil pricing. And 
we're sure that would happen in the next 
few years." 

The wide dispersal of shares seems cal- 
culated to minimise the risk, partly by cre- 
ating a class of local investors with a stake 
in higher petroleum prices. 

"In the past, every time there's an oil- 
price increase, there are people in the 
streets demonstrating against it,” a Petron 
official says. Now they'll have some oppo- 
sition: perhaps 200,000 Petron investors. I 
don't think they'll just play a passive role 











state-owned Philippine National Oil Co. This can be yours. in such an issue." ы 
MARKETS plex, which is expected to go into opera- 
tion in mid-1995. Indeed, Chandra Asri 
x will supply Tri Polyta with much of its 
M a ke M | пе М ап h attan propylene, the principal feedstock for its 
state-of-the-art facility. 
Tri Polyta is a who's who of Indone- 
exchange requires from companies want- sian business, with a heavyweight board 
By John McBeth in Jakarta ing to a public The Mie, wil use comprising industrialist Sudwikatmono 
While telecommunications giant Indosat the US$136.5 million in proceeds to re- as president-director, brothers Henry 
flexes its muscles in preparation for its рау much of the debt incurred in {һе and Wilson Pribadi and Bimantara 
long-awaited October share issue, West completion of its plant in 1992. Group executive Peter Gontha, a former 
Java petrochemical firm Tri Polyta Indo- Tri. Polyta is a little-known petro- X American Express bank vice-president 
nesia has beaten it to the punch and be- — chemcial producer backed by some of for Indonesia. 
come the first Indonesian company to list Indonesia's best-known names. It sup- With the share issue diluting the in- 
in the United States. plies nearly half of the 161,561 tonnes of — terests of the six principal owners to 
Strange thing, though: very few Indo- polypropylene resins used in Indonesia’s 63.4% from 86%, the largest block (32.4%) 
nesians appeared to notice the float, even ^ manufacture of plastic wrappings and belongs to Bima Kimia Citra, whose main 
though it was eight times oversub- plastic goods. A planned expansion will shareholders in turn are Tri Polyta presi- 
scribed. More unusual still: the company boost total production capacity to be-  dent-commissioner Bambang Tri- 
has yet to list in Jakarta. tween 105,000-120,000 tonnes. hatmojo, President Suharto's second son 
Why go to the trouble of listing half- The company will become one of the and head of the Bimantara Group, and 
way around the world? Tri Polyta needs main customers of an adjoining com- Gontha. Barito Pacific timber tycoon 
the cash, but it doesn't have the three- pany, the massive US$1.2 billion Japa- — Prajogo Pangestu, the president-director 
year earnings history that Jakarta's stock ^ nese-backed Chandra Asri olefins com- of Chandra Asri, retains an 8.9% stake. ш 
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JAPAN 


Hitachi Restructures 


Hitachi signalled that it may 
withdraw from the consumer 
electronics business. It said it 
would absorb Hitachi Sales 
Corp., the marketing company 
that handles the sales of such 
products as televisions and 
microwave ovens. Hitachi has 
lost money on its consumer- 
electronics business for the last 
three years. 


More Spending Forecast 


The cabinet of Prime Minister 
Tomiichi Murayama set a 
growth target of 4.8% for the 
government's fiscal 1995 
budget, the first such increase 
in three years. The target, 
which covers general 
operating expenditures, also 
aims to cap defence-spending 
growth to its lowest increase 
ever while maintaining growth 
of nearly 8% in Japan's 
foreign-aid budget. 


ù аЗ 
Murayama: target set. 





THAILAND 
New Banks Coming 


Finance Minister Tarrin 
Nimmanahaeminda says the 
government will issue about 
five new commercial-banking 
licences by 1997. Tarrin says 
the new licences will go only 
to finance companies with no 
management or shareholding 
connection to the country's 15 
existing commercial banks. 
The new banks have to build 
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their headquarters outside 
Bangkok. 





CHINA 
New Issues Suspended 


Securities regulators 
suspended all new stock issues 
for 1994 in a bid to halt 
plummeting stock prices on 
the country's bourses. Stock 
prices on the Shanghai bourse, 
which had dropped 80% since 
February, rebounded 22% 
following the announcement. 


IFC Investment 


The International Finance 
Corp., the World Bank's 
private investment arm, 
approved an equity 
investment of up to US$20 
million in the China Dynamic 
Growth Fund. The fund is 
expected to raise US$200 
million to invest in light 
manufacturing, services and 
infrastructure. Fund sponsors 
are Aetna Life of the U.S., 
Bank of China Trust, an 
affiliate of the Hambrecht & 
Quist Group, and Hong 
Kong's Silvercrest 
International. 


Copyright Suit Filed 


U.S. software companies 
Microsoft, Lotus and Autodesk 
filed suit in Beijing against five 
Chinese companies accused of 
copyright infringement. The 
firms asked for US$10,000- 
30,000 for each case of 
infringement. 


TAIWAN 
Hyundai Coaches 


South Korea's Hyundai Heavy 
Industries won a contract to 
supply 400 rail coaches to the 
Taiwan Railway 
Administration for NT$8.5 
billion (US$320 million). The 
Hyundai-led bid defeated 
Japan's Mitsubishi Heavy 
Industries and Taiwan's Tang 
Eng Iron Works for the tender. 
This is the second-major 
government contract to go to a 
South Korean company. Last 





Shenzhen stock exchange: breathing space. 


year, Daewoo Heavy 
Industries led a bid of NT$7.2 
billion to build 344 rail cars for 
the same agency. 


Glass Plan Approved 


The Ministry of Economic 
Affairs approved a US$34 
million proposal from Taiwan 
Glass Industry to invest in 
China. The case, one of 25 new 
applications for indirect 
investment in China, is the 
single largest venture by a 
Taiwanese company on the 
mainland so far, said a senior 
ministry official. 


Malaysian palm oil 
prices 1984-94 * 
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US$/tonne 
1,200 
1,000 
800 


84 '86 '88 '90 ‘92 '94 
* Year-end figures; 1994 is end-July 
Source: World Resources Institute 
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INDIA 
Banks Fined 


The Finance Ministry fined 20 
banks, including nine foreign 
banks, a total of Rs 1.5 billion 
(US$47 million) for allegedly 
violating Reserve Bank of 
India guidelines on the 
handling of client funds. 
Citibank received the highest 
fine: Rs 505 million. 





BURMA 
Development Plan 


Rangoon unveiled an 11-year 
plan to develop the country's 
border regions — an area 
covering more than 86,900 
square miles. The 
government says the Kyats 
12.7 billion (US$2.1 billion) 
plan is intended to raise the 
living standards of ethnic 
minorities and cut their 
dependence on growing 
opium for a living. 


Pidemco Hotel Contract 


Pidemco Land of Singapore 
signed a 30-year joint- 
venture contract to build a 
350-room hotel in Rangoon. 
The hotel, expected to be 
finished in 1997, is 

estimated to cost US$30 
million. Pidemco will provide 
65% of the funding; a state- 
owned equipment and 
machinery company will put 
up the rest. 
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Commodities Currencies US$1 worth: 
Previous 3months Year Spot Previous 3 months Year 
Latest sale to Aug. 1 Latest week ago ago Aug. 1 ratet weekt agot agot 
Gold London (2) 384.15 384.75 37650 403.80 Australia dollar 1.3563 1,3439 1.4063 1.4491 
Copper New York (3) Bangladesh* taka 40.30 40.30 40.46 39.70 
Current delivery (Sept.) 111.40 113.95 91.35 88.30 Britain pound 0.6508 0.6534 0.6598 0.6671 
Dec. delivery 110.85 Brunei dollar 1.508 1.5095 1.555 1.6162 
Aluminium London (7) Burma kyat 5.9132 5.8945 6.10 6.265 
Current delivery (Aug.) 1,450.00 1,483.00 128150  1,19625 Canada dollar 1.3877 1.3775 1.382 1.2893 
Tin Kuala Lumpur (1) 13% 1370 1440 1236 France franc 5.3985 54285 5.645 5.9795 
New York (3 Germany mark 1.5774 1.5891 1.6492 1.7066 
Current delivery (Oct) 7160 7260 8600 562 ا‎ Манон epe P 71258 ume 
Dec. delivery 7095 India* rupee 31.3725 31.37 31.37 31.3563 
А " Indonesia rupiah 2,168.00 2,167.00 2,149.00 2,095.00 
Com idi (Sept) unma ae) oas ED MM үп = з ms 104.8 
Cit: delivery кураре 34450 | ; i Macau* pataca 8.10 8.10 8.10 8.10 
Malaysia dollar 2.5943 2.5915 2.6815 2.5613 
Jute Dhaka (11) 338.00 338.00 338.00 260.00 Nepal* rupee 49.25 49.26 49.25 46.2653 
Palm Oil Kuala Lumpur (4) New Zealand dollar 1.6562 1.6534 1.7358 1.8142 
Current delivery (Aug.) 1,357.50 1,268.00 1,204.00 838.00 Pakistan rupee 30.5594 30.6194 30.5195 20.8201 
Oct. delivery 1,211.50 PapuaN.G. kina 094% 0.9415 0.9553 0.9742 
Sugar — New York (3) Philippines peso 26744 26.33 27.101 27.718 
Current delivery (Oct.) ў 11.68 11.86 11.67 9.36 Singapore dollar 1.508 1.5095 1,555 1.6162 
Mar. delivery 11.67 South Korea won 802.60 802.60 807.90 806.60 
Pepper Singapore (9) Sri Lanka rupee 47.76 47.789 47.497 47.424 
Sarawak Asta blk 100% 290.00 272.50 232.50 197.50 Switzerland franc 1.3305 1.3488 1.4027 1494 
Wheat Chicago (5) Taiwan NT dollar 26.541 26.585 26.419 26.9395 
Current delivery (Sept.) 330.40 322.60 32640 304.00 Thailand baht 25.01 24.99 2547 25.25 
Dec. delivery 344.20 
$ Communist China US$-Rmb 8.6197 HK$=Rmb 1.1157 Laos US$=Kip 720 
Maize Chicago (6) countries: Vietnam US$=Dong 10,981 
de (Бер!) ced pen 26909 e Other: Commonwealth of Independent States US$-Rouble 2,060 
ч A SDR1-US$1.45699 ECU1=US$1.2107 S$1=M$1.71845 Cambodia US$=Riel 3,500 
rep fob Bangkok (7) 315.00 315.00 375.00 242.00 *Official rate +Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd. for official rates 
Soyabeans Chicago (5) Р а 
Current delivery (Aug.) 58860 58500 67720 68540 Currency Deposit and Bond Yields 
. deli 75.20 
Sept dy Б Eurocurrency and Asian currency unit deposit rates (%){ 
Cocoa — New York (7) 1 3 6 12 10 year govt 
Current delivery (Sept.) 1490.00 1,474.00 112000 939.00 Aug. 1 month months months months bonds yield 
Dec. delivery 1,532.00 
Coffee New York (3) us$ 4.375 4.6875 5.0625 5.5625 7.28 
Current delivery (Sept.) 202.75 219.40 89.15 76.55 Sterling 5.25 5.6875 5.875 6.50 8.63 
Dec. delivery 206.00 Yen 2.0625 2.125 2.1875 2.4375 4.50 
Petroleum Swiss Fr. 4.1875 4.28125 4.4375 4.50 — 
Sumatran light Tokyo (10) 20.25 19.95 15.00 17.55 Dm 4.90625 4.90625 4.875 5.03125 6.91 
Brent London (10) 18.95 17.64 15.81 16.79 A$ 4.75 5.1875 5.75 6.6875 9.64 
5.13 5.63 6.25 7.19 9.33 
(1)M$ a kg (2) US$ an oz (3) USc alb (4) M$ a tonne (5) USc a 60 Ib bushel eU 55625 5 6875 5875 61875 781 
(6) USc a 56 Ib bushel (7) US$ a tonne (8) Int RSS Me akg (9) S$ a 100 kg (10) US$ a barrel : А z З 
(11) BWD, Chittagong/Mongla, US$ a tonne Source: Telerate, International Jute Organisation Offered rate Source: Telerate, Salomon Brothers 
Economic Indicators, Selected Asian Countries 
Australia China Hong Kong India Indonesia Japan Malaysia 
Economic Growth % (real) (1) 
1993 134 56 4(4) 67 0.03 85 
1994 45 9 4 5(4) 7 26 8.4 
International Reserves (5) 
Latest US$11.66b (May) US$29.83b (Mar) US$28.9b (Dec 91) US$15.83b (May) US$11.37b (Jan) US$109.93b (May) US$34.24b (Feb) 
Year earlier US$10.94b US$20.97b na. US$6.88b US$10.88b US$82.51b US$16.81b 
Trade Balance (total merchandise) 
Latest 3 months +US$0.25b (Dec-Feb) -US$1.05b(Feb-Apr) ^ -US$4.09b(AprJun) -08$0.020 (Ғеб-Арг) «US$1.73b(8)(Jan-Mar) — «US$29.01b (Apr-Jun) -US$0.01b (Dec-Feb) 
Previous 3 months +US$0.03b -US$6.05b -US$1.78b +US$0.02b +US$2.24b +US$30.97b -US$0.26b 
Year earlier +US$0.93b -US$1.91b -US$2.26b -US$0.33b +US$2.54b *US$27.94b +US$0.61b 
Exports (6) 
Latest 3 months US$10.50b US$23.06b US$36.54b US$6.25b US$8.44b(8) US$94.63b US$11.92b 
% change previous 3 months -10.1 155 +17.8 -1.9 -12.2 +2.9 -4.1 
% change year earlier +10 +17.5 +11.3 +13.2 -5.0 +74 +15.6 
Imports (7) 
Latest 3 months US$10.25b US$24.10b US$40.64b US$6.26b US$6.71b(8) US$65.62b US$11.93b 
% change previous 3 months 12.4 277 +23.8 -0.1 -9.1 +7.6 -6.0 
% change year earlier +8.6 411.9 +15.8 +20.0 +5.8 +9.0 423.0 
Consumer Prices 
Base Jul 89-Jun 90-100 May 1993-100 Oct89-Sept90-100(2) 1982-100 Apr 88-Mar 89-100 1990-100 1990-100 
Latest 3 months index average 110.0 (Oct-Dec) 121.3(11) (May) 145.0 (Apr-Jun) 264.6 (Feb-Apr) 1554 (Apr-Jun) 107.3 (Apr-Jun) 117.0 (Mar-May) 
% change previous 3 months +0.2 n.a. +23 + +17 +07 +0.6 
% change year earlier +1.9 +21.3 +77 +61 +78 +1.1 +4.0 
Money Supply (3) 
Latest A$241.3b(9) (Feb) Rmb 3,007.59b (Oct-Dec) HK$992.94b (May) Rs 4.47t(9) (Apr) Rps 150.86t (May) ¥517.79t (May) M$147.96b (May) 
% change previous month 305 39.1(10) +2.1 +08 +05 301 25 
% change year earlier 46.9 423.6 423.9 344 «21.1 +17 422.1 


(1) Official and other estimates of GDP (GNP in China & Japan for fiscal year) (2) Consumer Price Index A (3) M2 or currency plus bank deposits (4) To March (5) IMF definition of reserves minus gold except for Singapore 
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= a a Hong Kong leaps towards 10,000 = а а Kuala Lumpur soars to highest close in 
three months = а а Taipei climbs another 2% а а а Manila buoyed by PLDT strength = m m 
Singapore, Bangkok rise а а а Only Seoul slides in week ended on August 2 mau 




































































































































































Shanghai | 
New York Seoul А Singapore 
Dow Jones Industrial 24,000 1,000 Composite Index 8,000 | 13,500 Sounds ss 1,000 am Straits Times Soe Se OR 
Average Index 
22,000 900 ye 12,000 850 | | 1,350 2,350 
20,000 | | 800 6,000 | | 10.500 m | 1.200 2,200 
18,000 700 5,000 | | 9.000 550 | | 1,050 2,050 | 
Taipei " k ] 
Weighted Index 000 ong Kong 
Tokyo 16,000 - 600 4,000 7.5000 ang Seng index 400 i 900 Kuala 1,900 
Nikkei Stock Lumpur 
3,500 da 14,000 3,000 | | 6.000 250 || 750 KLSE Composite index . — 1,750 
T T R GER ED hn = =k => = TT p > Ga A йн. T тч T T ҮРҮ аи ЕЕ. te | FETT EE 
D ONDJFMAMJJAS ONDJFMAMJJAS ONDJFMAMJJAS | ONDJFMAMJJAS 
New York Tokyo Seoul Taipei Hong Kong X Shanghai Kuala Lumpur Singapore 
Index 3,796.23 20,660.13 || Index 927.55 6,879.56 | | Index 9,695.03 432.61 | Index 1,075.19 228930 | 
ч = Б к=н B 
Manila Jakarta Colombo’ 
1,800 Composite Index 3,200 | | 600 Composite Index 4,500 | | 2,800 CSE Sensitive 2,100 | | 250 Wellington 2,500 
Index NZSE-40 Capital Index 
1,600 2,800 | | 550 4,000 | | 2,500 1,800 | | 2.350 2,350 
1,400 2,400 | | 500 3,500 | | 2,200 1,500 9 | 2,200 2,200 
1,200 2,000 | | 450 3,000 | | 1,900 1,200 | | 2,050 2,050 | 
Bangkok t Sydne: 
Bombay Karachi ydney 
1,000 T" 1,600 | | 400 BSE Sensitive Index — 2,500 | | 1,600 KSE-100 Index 900 | | 1.900 Pr ERR 1,900 | 
._ РЧА NISN 1,200 | | 350 е 2,000 | | 1.300 P 600 | | 1,750 х . i80 
ONDJFMAMJJAS L ONDJFMAMJJAS ONDJFMAMJJAS | ONDJFMAMJJAS 
Bangkok Manila Jakarta Bombay Karachi Colombo Sydney Wellington 
Index 1,399.72 2,866.53 Index 459.24 4,309.93 Index 2,258.69 1,471.10 | Index 2,086.90 2,074.69 
Morgan Stanley Capital International Index = 631.2 (Aug. 1) Source: tSmith New Court (Far East Ltd.) 
Interest Rates (96) 
Philippi Si South K Tai Thailand Prime Interbank Interbank Interbank 
—— — shes = : Aug. 1 lending 1 montht 3 monthst 6 monthst 
3 98 49 6.03 79 Australia 950 i 421 921 
45 6-8 63 62 83 че Вее 
Britain 5.25 5.375 5.75 6.0625 
US$6.03b (Apr) US$50.67b (Mar) US$20.98b (Apr) US$87.26b (Apr) US$26.55b (May) 
US$5.86b US$41.37b US$19.17b US$84.93b US$22.29b Hong Kong 7.25 4.375 4.75 5.1875 
US$1.78b (Feb-Apr) -US$2.65b (Feb-Apr)  -US$0.90b (Apr-Jun) +US$2.00b (Apr-Jun) -US§2.16b (Feb-Apr) Eheu c WD. 11257 1200. s 
-US$1.89b -US$2.28b -US$2.61b +US$0.38b -US$2.71b Japan *440 
-US$1.57b -US$2.68b -US$0.63b «US$2.01b -US$2.45b 
"3.00 2.125 2.25 2.25 
US$2.92b US$20.66b US$23.95b US$23.15b US$10.37b 
54 +25 +20.1 +14.2 +85 Ма!аузїа 6.85 445 445 475 
416.7 4147 +170 +57 +195 
New Zealand 9.50 6.50 6.79 6.98 
US$4.70b US$23.30b US$24.85b US$21.15b US$12.53b кэде 
55 139 4102 163 122 Philippines 17.00 12.1875 11.875 11.125 
4153 412.6 +178 +63 +127 si 525 5% 3375 3625 
1988-100 Sept87-Aug88-100 ^ 1990-100 1991-100 1986-100 South Korea 111220 — — — 
191.3 (Mar-May) 117.8 (Feb-Apr) 128.3 (Mar-May) 109.7 (Jan-Mar) 141.0 (Mar-May) 
+17 +0.7 42. 410 +20 Taiwan 7.625 — — — 
49.9 +32 +6.0 +34 +54 
Thailand 11.00 9.00 9.00 — 
. .31 Won 114.77 10. ‚526. 
О змо MEAE ا‎ аа, ризо) us. 725 450 48125 51875 
4214 +87 +15.2 +16.0 +138 


(6) fob (7) cif (8) Including petroleum (9) МЗ (10) % change over past 3 months (11) One month 


Source: Official statistics 
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‘Long tern “*Shortterm ttMonetary Stabilisation Bond (1 year) 
Offered rate Source: Telerate and Review Data 
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HONG KONG 
Show and Tell 


H ong Kong banks have never had much 
taste for financial disclosure, and in- 
vestors have never known much about 
their internal accounts. Alas, the world is 
changing. Investors are demanding more 
information, and the Bank of East Asia 
(BEA), one of the colony's largest banks, is 
one of the first to accede. 

Buried in the prospectus for BEA's re- 
cent HK$1 billion (US$130 million) bond 
offer was a rarely seen figure: at the end of 
1993, the bank had set aside about HK$1 
billion, or 2.71% of its HK$37.3 billion loan 
portfolio, to cover sub-standard, doubtful 
and bad debts. 

Analysts and fund managers were sur- 
prised that the provisions were so low. 
"Even in a normal banking environment, 
at least 3% of all loans should be covered," 
says Karen Udovenya, a banking analyst 
with Morgan Stanley. In Hong Kong, 
where only Hongkong Bank and Hang 
Seng Bank have done away with their 
secret inner reserves and disclosed their 
true capital positions, analysts have long 
assumed that banks are especially pru- 
dent. 

Udovenya says BEA "should be pro- 
visioning more fully," given its heavy resi- 
dential-mortgage exposure in Hong Kong 
and China. In the colony, residential mort- 
gages account for 44% of BEA's loan portfo- 
lio. That's in line with the industry average 
of 45%, but analysts would like it to be 
closer to banks its size, such as Hongkong 
Bank (30%) or Hang Seng Bank (39%). 
BEA's mortgage exposure in China stands 
at 5%, compared with 1.576 among Hong 
Kong-based banks overall. 

The skimpy loan-provision figure was 
all the more surprising in that BEA boasts a 
capital-adequacy ratio of 20%, well above 
the 8% required by Bank for International 
Settlements (BIS) guidelines. Analysts who 
looked at the placement document think 
that BEA simply might not have sufficient 
inner reserves to make more provisions. 
Shroff can't say, because Hong Kong regu- 
lators, while poised to widen disclosure 
requirements, don't yet require reporting 
of inner reserves. 

But surely this is something investors 
have a right to know. After all, BEA shares 
trade at a premium to the market on the 
assumption that it has hefty reserves, say 
analysts. 

BEA officials decline to comment on 
their inner reserves. But one of its senior 
bankers explained that the bank revealed 
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its loan-provision figures to give foreign 
institutional investors more information as 
BEA expands its fund-raising operations 
abroad. Others say foreign investors de- 
manded disclosure before they would con- 
sider the bond offering, which had some 
exotic features. Either way, BEA success- 
fully placed the issue last month. 

More transparency would be unlikely 
to harm either bankers or investors. Begin- 
ning this fiscal year, the Hong Kong Mone- 
tary Authority is requiring banks to dis- 
close more details about their profit sources 
and their bad and doubtful debts, but in- 
vestors won't learn the size of their inner 
reserves for another year or two. 

Why the delay? A senior financial regu- 
lator tells Shroff that the Monetary Author- 
ity fears investors would be upset to learn 
that Hong Kong bank vaults aren't exactly 
bulging with hidden reserves. If BEA's pro- 
spectus is any guide, that fear may be well- 


founded. п Ed Paisley 
China Fever Cools 
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crashed this year 
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Hot Wheels 


he honeymoon has been over for 

months for H shares. But at least one 
shareholder is bound to emerge a winner 
after China's Qingling Motors lists on the 
Hong Kong stock exchange this month. Sil- 
ver Grant International Industries simply 
can't lose, according to the numbers. 

The Hong Kong investment firm started 
to acquire an 18.6% stake in Qingling last 
December, just weeks before Beijing an- 
nounced that the light-truck and mini-van 
manufacturer would be one of 21 main- 
land firms to list in the second batch of H 
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shares. Some suggest that such foresight 
had much to do with the fact that Wu 
Jianchang, a son-in-law of elder statesman 
Deng Xiaoping, is chairman of Silver 
Grant. 

The company paid HK$250 million 
(US$32 million) for its stake in Oingling at 
an average of HK$1 a share. Even if 
Qingling’s Н shares are traded at the issue 
price of HK$2.07, the assets of Silver Grant, 
worth HK$348 million at the end of last 
year, would nearly double overnight. In 
short, Silver Grant's timely acquisition is 
unbeatable. 

Other investors may not be so lucky, 
for even at its modest pricing Shroff thinks 
it unlikely that Oingling will usher in a 
new era for H shares. The values of most 
of the 10 Chinese firms listed in Hong 
Kong have declined by more than 50%. At 
best, the truck maker's 500 million shares 
could be over-subscribed by a small mar- 
gin. At worst, its share price could fall 
heavily after it starts trading on August 17, 
as did that of its immediate predecessor, 
Luoyang Glass, in July. 

Qingling’s boosters say that its modest 
valuation — less than nine times this year's 
estimated earnings — make it a buy. But 
Gary Coull, senior managing director of 
Credit Lyonnais Securities in Hong Kong, 
says even that is expensive. Coull figures 
that the market will recognise that most of 
the H-share companies are cyclicals listing 
at the high point of their earnings cycle. He 
figures multiples of five or six times earn- 
ings are more realistic. Alternatively, the 
companies in line could postpone their list- 
ings indefinitely, as did Shanghai Hai Xing 
Shipping in mid-July. 

Qingling has its attractions, which is 
why Smith Barney Shearson (Asia) is go- 
ing ahead with the listing despite market 
sentiment. The Sichuan-based joint venture 
with Japan's Isuzu has been producing ve- 
hicles for a decade, using Isuzu's techno- 
logy from Japan. In 1993, the company 
posted net income of Rmb 481 million 
(US$55 million) on sales of Rmb 2 billion. 

But the firm faces increasing competi- 
tion at home and higher costs as a result of 
foreign-exchange fluctuations. Oingling is 
especially vulnerable to a possible devalu- 
ation of the renminbi because Japanese 
parts account for the lion's share of its 
costs. The yen jumped 13.7% against the 
renminbi in the first half of this year, on 
top of a 45% rise last year. Oingling has 
been protected partly by an agreement 
with Isuzu that fixes the exchange rate at 
¥105 to US$1, but it expires at year-end. 

The outlook may be dubious, but that's 
not likely to worry Silver Grant. 
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RIGHT CHANNELS. 


Now there’s a TV channel to help you stay ahead in the most competitive 
usiness environment in the world. 

Asia Business News (ABN) is the first and only regional business 
ews channel produced in Asia, for Asia. Presented by a world class team of 
»urnalists, it gives you 18 hours of information and analysis 
n developments in the region's business and financial environment, every 
usiness day. Local and international coverage that speaks 
irectly to the interests of the Asian business audience. And dynamic, state-of- 
he-art 3-D graphics which allow you to easily interpret real 
ime market data at a glance. 

No other television channel in Asia can give you ABN’s volume, depth and 


letail of business coverage. That's why Asia’s top decision-makers are tuning in 


o this valuable business resource. 
Give yourself the edge. Make ABN a regular part of your business day. 


HOW TO TUNE IN TO ASIA BUSINESS NEWS 


ABN is available free to the viewer with no subscription charge in the following ways 


* Direct From Satellite. 

ABN is transmitted live via the Palapa B2P satellite, on channel 6H (3 MHz), 

to viewers in Southeast Asia and East Asia. If you can currently view N, ESPN 

or HBO, you should be able to receive ABN 

* On Terrestrial Broadcast Networks 

Live and/or recorded coverage of specific day-part segments is shown from time to 

time on terrestrial broadcast networks. 

* On Cable Networks. 

Various existing pay television networks show ABN live, as a channel, to their viewers 

If you are unsure of your satellite capabilities check with your building owner or 

property manager. For any technical queries about Palapa satellite receiver dishes or 
N reception, please contact ABN 


AGN 


ASIA BUSINESS NEWS 


Television That's All Business. 


For further information about ABN, contact: Hong Kong Tel: (852) 521-9163 Fax: (852) 521-9161 Singapore Tel: (65) 323-0488 Fax: (65) 323-0788 
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and advanced level vocational training institution located in Kuala » yea M 
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and Taiwan are featured 
in this reprint from 1992 and 
1993 issues of the newsletter 
Market:Asia Pacific. Includes 
population projections, ar- 
ticles about shifting con- 
sumer attitudes, purchase 
and media behavior. 


For immediate service and free 60-page 
full colour brochure Contact 
COLIN FORSTER ie 
Overseas Company Registration Agents 
Companies House, Ramsey, 
Isle of Man, IM99 4AN 
Tel:+44 624 815544 Fax: +44 624 815548 
PETER SIDNEY Esq 
72 New Bond Street, London W1 Y 900 
Tel: +44 71 355 1096 Fax: «44 71 495 3017 


meet the future needs of the region. 


Requirements : 

* Professional qualification or engineering graduates in the rel- 
evant disciplines. An advanced degree (Masters or Ph.D) in Engi- 
neering or Technical Vocational Education and Training related 
fields would be an advantage. 

*  Atleast5yearsexperienceinthe relevantindustry and 10 years 
experience in technical/vocational education and training. 

* Fluent in written and spoken English 

* Good communication and people management skills 

* Well connected internationally in the fields of Technical/Voca- 
tional education and training 

% Understands the various cultural and ethical values of the 
multi-ethnic groups of Asia 

=> Salaries will be in the local currency equivalent to between 
US$30,000 to US$40,000 p.a. Benefit includes free medical, hous- 
ing, transport and expatriate allowances (for non-Malaysian or non- 
residents only). 

=  Theminimumstandardof living within this category for a couple 
within 2 schoolgoing children would cost around US$10,000 p.a., 
excluding housing and transport. There is a sliding scale of income 
tax which could average out to about 20% within this bracket. 
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Tel: +1 714 854 3344 Fax: +1 714 854 6967 
SUZANNE GUJADHUR, Barrister 
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accurate. The Review Index enables 
rapid access to the most respected 
Asia-Pacific information source: The 
Far Eastern Economic Review. Every- 
thing published during the preceding 
quarter, by country, subject and date 
is detailed in the Review Index. 
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No. 119, Jalan 7/91, 
Taman Shamelin Perkasa, 
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We offer a variety of apartments rang- 
ing from a studio to three bedrooms all 
within the central area of London. Short 
term rentals from one night. Business 
facilities available. For further infor- 
mation and brochures contact: 

F. Frawley 23/24 Margaret St. 
London WIN 8LE. 


Tele/fax 071 637 7224. 
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Appointments 


The Orient Airlines Association (ОАА) is the trade association of the major airlines of the Pacific Asia region. As such, the OAA provides a forum for some of the world's fastest growing 
and most profitable airlines to discuss ond agree upon a range of technical, commercial ond aeropolitical issues. 
Following a recent study of the Association's strategic positioning, the OAA is seeking to strengthen the team working in the Secretariat in order to implement the recommendations 


of the study. 
Applications are therefore invited to fill the two following vacancies: 


COMMERCIAL DIRECTOR .. r. 


selected to fill this position will have at least ten years experience in the commercial or 
marketing division of a major international scheduled airline. He will have an extremely 
strong grasp of the issues involved in the sales, marketing and distribution systems of airlines, 
together with the economic and financial factors influencing those issues. In addition, he will 
be familiar with the market research, route analysis and data processing aspects of airline 
management. Understanding of the applications of IT systems is essential. 

Candidates should have a proven ability to work as part of a management team ond 
to interact easily with senior executives from a wide range of international companies and 
organisations. They will be expected to travel extensively in Asia ond while previous 
experience in ће OM region is not essential, preference will be given to those candidates 
possessing it. 

Based in the OM Secretariat in Manila, the Commercial Director will report to the 
Director General. He will be responsible for oll market related activities of the OAA and the 
supporting research and statistical work. He will conduct analysis of economic, commercial 
and regulatory issues affecting the competitiveness of OAA Member airlines, and recommend 
policies to be pursued. He will identify areas of potential concern to Members, provide the 
necessary information to the relevant OAA committees and oversee the implementation of 
resolutions by these committees. A high level of professionalism and dedication to goals will 
be expected. 


TECHNICAL DIRECTOR The person selected 


to fil this position will have considerable experience in either the flight operations or aircraft 
engineering division of а major international airline, and will be familiar with the whole 
spectrum of technical issues which affect modern commercial aircraft operations. 

Candidates should possess not only the requisite technical knowledge, but also proven 
managerial ability, excellent communication skills in both written and spoken English and 
beabletointeract easily with technical and commercial staff of airlines, aircraft manufacturers 
and governmental agencies. 

Based in the OAA Secretariat in Manila, the Technical Director will report to the Director 
General. He will be responsible for all aeronautical engineering, maintenance, flight 
operations, oir traffic control and safety and security matters which affect the efficiency, 
reliability and safety of OAA Member airlines’ operations. He will liaise with the Member 
airlines' technical departments, manufacturers of airframes, power plants and components, 
with government bodies responsible for ATC, airports, safety and security and with other 
associations such os IATA. He will identify matters of technical interest and concern to 
Members, provide analyses and suggest courses of action, and take up these issues on 
behalf of Members with government bodies, airport authorities and manufacturers. This is 
a challenging position demanding a unique combination of technical knowledge, management 
ability ond diplomatic skill, ond is definitely not for those looking for о retirement job. 


The successful candidates for both positions will receive a very attractive expatriate compensation package, including housing and education allowance, which will reflect their status, experience 


and responsibilities. 


Candidates interested in meeting these challenges in an exciting area of growth should apply in strict confidence to: 








The Director General, ORIENT AIRLINES ASSOCIATION 5/F, Corporate Business Centre, 151 Paseo de Roxas, 1226 Makati, Metro Manila, Philippines 















DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Masters and Doctorate programmes 
in Computer Science, Economics, Edu- 
cation, Engineering, International Law, 
Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 
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Youichiro Ichioka (a.k.a. Yoh Mizuki) 


His Other Life 


A sense of impending doom drives Japanese 
newspaperman to pen novels 





By Charles Smith 
| ike Napoleon, Yoh Mizuki can sleep 





anywhere. One of his favourite nod- 

ding-off spots is the boardroom of 
Japan's leading business newspaper, 
Nihon Keizai Shimbun — better known as 
Nikkei. There, he grabs a cat-nap during 
weekly board meetings. The extra shut- 
eye lets him go out drinking with friends 
several nights a week, he says, and still 
rise at 6:00 a.m. most days to put in two 
hours of novel writing. The habit has ena- 
bled Mizuki to turn out two books a year 
since his first novel was published in 1988. 

Although he is a Nikkei director and 
chief of its editorial board, you won't find 
Mizuki's name on the 
masthead. Mizuki is the 
literary alter ego of 
Youichiro Ichioka. Now 
56, Ichioka joined Nikkei 
in 1960 after his father 
had persuaded him not 
to become a full-time 
novelist. 

As Nikkei's London 
correspondent in the late 
1960s, and Washington 
bureau chief in the early 
1980s, Ichioka developed 
story ideas that didn't suit 
Nikkei's staid columns. He 
wanted to express his 
views about what ails 
Japan. So he wove them into novels. 

A sense of impending doom drives 
most of Ichioka's fiction. He feels that Ja- 
pan is heading for trouble in its relations 
with the West. And it's a theme that's re- 
peated in several of his books. 

His latest narrative, 2025 — the Demise 
of Japan, describes how a series of short- 
lived cabinets wreak havoc on Japan's 
economy and foul up relations with the 
outside world. The result: Asia's richest 
country disintegrates into 212 mini-repub- 
lics. ^The Emperor is still there, of course," 
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says Ichioka. “He’s the president of the 
republic of Chiyoda," a nation of 35,000 
people in what was formerly the middle 
of Tokyo. Ichioka wrote the book before 
Japan acquired its current socialist/con- 
servative coalition cabinet. Ironically, De- 
mise has the socialists in power when Ja- 
pan finally starts to unravel. 

Demise sold 10,000 copies upon its pub- 
lication in March; the publisher will soon 
print 30,000 more in paperback and trans- 
late it into Chinese, Korean, and perhaps 
French. That stops shy of best-seller sta- 
tus, but Ichioka claims the book made an 
impact in Nagatacho, Tokyo's political 
district. 

“1 received an appreciative note from 
[former Prime Minister 
Kiichi] Miyazawa," 
Ichioka says. Miyazawa 
makes a cameo appear- 
ance in the book, while 
trying to preserve Ja- 
par's security agreement 
with the United States in 
2006. Ichiro Ozawa, the 
famous political "fixer" 
who split the ruling Lib- 
eral Democratic Party in 
1993, also comes into the 
plot, revising Japan's 
peace constitution and 
enjoying a short spell as 
prime minister. 

The vision of Japan 
splitting up is not far-fetched, says 
Ichioka. The country experienced a kind 
of break-up in the early 19th-century Edo 
period, when the Tokyo-based shogunate 
began losing control over the provinces. 
Now, modern Tokyo is facing the same 
question its former self did: Should the 
country open up completely to the out- 
side world — or close its doors and go 
back to being "uniquely" Japanese? 

Ichioka believes a closed Japan is pos- 
sible. But what he calls the “machiavel- 
lian" option of a conditional opening to 
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the world is more likely, he says. In this 
scenario, Japan would bargain with po- 
tential trading partners every inch of the 
way. 

An earlier Ichioka fiction, Hakyoku (Ca- 
tastrophe, pictured), outlines how a Euro- 
pean journalist's scoop triggers a chain 
reaction of bank failures. The book 
pointed out weak spots in Japan's inter- 
bank settlement procedures, and Ichioka 
says it may have prompted the Bank of 
Japan to tighten up the system. Soon af- 
ter Hakyoku hit market shelves, Japan's 
central bank advised the nation's largest 
banks to start settling interbank debts and 
credits within 24 hours, not 48. 


land. He grew up in China, where his 

father was deputy manager of the 
Shanghai branch of a precursor to the 
Bank of Tokyo. The idea for his first novel, 
written for a magazine competition when 
he was 15, sprang from his father's im- 
prisonment by the Chinese nationalist 
government at the end of World War П. 
Although he copped third place for his 
entry, a bout of pneumonia in his late 
teens induced the young man to follow 
the secure salaryman's career path instead 
of striking out as a novelist. 

Novel-writing represents only half of 
Ichioka's career. As chief of the Nikkei 
editorial board, he guides the paper's 
team of 32 columnists and commentators. 
He suggests story ideas and occasionally 
turns thumbs-down on unsuitable topics. 
He adopted the Yoh Mizuki pen-name for 
his first novel — but not to hide his iden- 
tity. Having a pair of names helps to sepa- 
rate the two halves of his life. And step- 
ping into Mizuki's shoes puts him into 
fiction-writing mode. 

"Being Yoh makes me feel free,” he 
says. "It's the kind of feeling you have 
when you write a freelance piece for a 
publication you're not too bothered about, 
instead of for your regular employer." m 


i chioka’s roots are on the Asian main- 
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LETTERS 


Overdrawn 

Your July 28 editorial, Borrowed Time, 
showed a fundamental lack of under- 
standing of the World Bank. Let me cite a 
few examples. 

You noted that the Bank's own inter- 
nal analysis rated one third of projects 
completed in 1991 as unsatisfactory. But 
that statement fails to take account of the 
Bank's criteria for "success," which are 
exceptionally strict. For instance, before a 
project can be considered successful, it 
must have at least a 10% rate of return. 
This rate is far higher 
than the minimum de- 
manded by many bilat- 
eral aid donors, many of 
which require a return of 
only 5% or 6%. Thus, 
projects rated unsatisfac- 
tory under the Bank's 
standards still yield 
many benefits. 

You imply that, be- 
cause it deals mainly 
with governments, the 
Bank does not suffi- 
ciently support private- 
sector development. 
Here are the facts. The 
World Bank has: 

P supported reforms in more than 80 
countries aimed at opening up trade, 
making prices realistic and dismantling 
state monopolies which stifle individual 
enterprise; 

> invested in infrastructure to facilitate 
business activity; 

P assisted and advised over 200 privati- 
sation-related operations involving nearly 
US$25 billion in loans; 

P provided more than US$12 billion 
through an affiliate, the International Fi- 
nance Corp. over the last 30 years to more 
than 1,000 private companies in the de- 
veloping world; and 

> through another affiliate, the Multilat- 
eral Investment Guarantee Agency, of- 
fered insurance against non-commercial 
risk to encourage foreign investment in 
poor countries. 

The record shows that, over the past 
generation, more progress has been made 
in reducing poverty and raising living 
standards than during any other compa- 
rable period in history. In the developing 
countries: 

P life expectancy has been increased from 
40 to 63 years; 

> infant mortality has been reduced by 
50%; and 

P per capita income has doubled. 

The World Bank consistently stresses 
that most of the credit for these advances 
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The World Bank: raising standards. 


All letters must include the writer's name and address and are subject to editing 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503 1530 


should go to the countries themselves. 
Nevertheless, the Bank and organisations 
with which it collaborates — bilateral and 
international agencies and non-govern- 
mental organisations — have played a 
valuable role in this progress. In the fu- 
ture the Bank will continue to do its utmost 
to support its member countries in their 
efforts to achieve sustainable development. 
LEANDRO V. CORONEL 

Public Affairs 

The World Bank 

Washington 





Burmese Daze 

I am writing in regard to your review of 
books about Burma [Land of the People's 
Pride, BOOKS, June 23]. I believe that Bertil 
Linter was selective in his use of quota- 
tions from The Political Legacy of Aung San, 
edited by Josef Silverstein. 

Linter claims that some of the lines 
from "Burma's Challenge," an essay on 
the abuse of power, ^were truly pro- 
phetic." Had he studied Aung San's other 
essay, "Blueprint for a Free Burma," he 
would have found that this legacy was 
also prophetic. Except that it turned into 
a national disaster. 

In his draft plan for Burma drawn up 
in Tokyo in 1942 (where he was being 
trained by the Japanese Imperial Army), 
Gen. Aung San wrote: "It is against the 
Burmese temperament which demands al- 
ways a strong, capable leadership and 
does not want merely a figurehead . ... 
There shall be only one nation, one state, 
one party, one leader. There shall be no 
parliamentary democracy, no nonsense of 
individualism. Everyone must submit to 
the State which is supreme over the indi- 
vidual." 

Whether the father of Burma's freedom 
believed in this blueprint is open to ques- 
tion. But 20 years after it was written, the 
document became official state policy. 

In 1962, radical leftists and Aung San's 
ultranationalist army ye-baws, or com- 
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rades, justified seizing power from the ci- 
vilian government as being in line with 
the original desire of the nationalist leader. 
The new rulers claimed that the politi- 
cians had deviated from the true socialist 
programme originally planned by Aung 
San and had thereby betrayed the aspira- 
tions of the people. Indeed, the Burma 
Socialist Party programme, which tyran- 
nised the nation for 26 years, claimed 
Aung Sang's blueprint to be in accord 
"with the tone and temper of the Bur- 
mese Way to Socialism." 

For many Burmese, the cursed legacy 
has meant much blood — and many tears. 
Nearly three decades of one-party dicta- 
torship ruined the lives of millions and 
pauperised a rich nation. Tragically, it 
took Suu Kyi — Aung San's daughter — 
26 years to speak out against the injus- 
tices perpetrated in the name of her fa- 
ther. It's a shame to see her capitalise on 
a legacy that is morally bankrupt. 

Suu Kyi may be the darling of the West, 
but soon she will have to face a nation 
that wants answers. I don't envy her. 

OMAR FAROUK 
New Delhi 


The writer is a Burmese-born Australian jour- 
nalist. 





Flights of Fancy 

The picture that accompanies your June 
16 article, Wings of Change about Ma- 
laysia’s purchase of 18 MiG29s from Rus- 
sia, depicts a Russian Su27 — not a 
MiG29. In fact, it is one of the “Russian 
Knights,” an aerial demonstration team 
much like our own “Thunderbirds.” 

It is the Chinese who are buying the 
Su27 in some numbers, not the Malay- 
sians. 

LIEUT.-COL. WILLIAM F. SMITH 
U.S. Air Force 
Kapolei, Hawaii 





Correction 

In Hugh Williamson's July 28 article, 
Mixed Feelings, Ong Ah Hen was 
incorrectly identified. He is Assistant 
Secretary-General of the National Trades 
Union Congress in Singapore. 
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EDITORIAL 


The Asian Way 





Let a thousand flowers bloom 


world's, its leaders confront a new problem: how to | 

keep the good news coming. Affluence, after all, | 

< breeds its own challenges, if only for the choices wealth | 
gus Fortunately, most here appreciate that the future of | 
their economies is ‘closely related to the health of their social | 
institutions. In recent months there has thus been much | 
speculation on an “Asian Way" that avoids both the welfare _ 
trap of Europe and the social chaos of America’s inner cities. | 
Today there is little disagreement on the key ingredients | 

in the East Asian miracle: strong families, a work ethic (pref- | 
| between China's Communist Party and Taiwan's Kuo- 
; mintang (KMT). So it's not surprising that in wake of the 


А s Asia's economies continue to outclass the rest of the | 


erably spiced with low tax rates) and market competition. 
The question Asia's leaders are now wrestling with is how 


best to maintain these institutions and promote these vir- | 
tues. And in this we see no single answer, no magic Asian | 
Way. To the contrary, what we now have is a host of differ- | 


ent approaches to the same challenge. 


In Singapore, for example, the government has just | 
; more significant fact of life at work here: that the two Chi- 
ents to sue their children for financial support. Normally we | 
wouldn't encourage the introduction of lawyers into family | 
life, but the idea here is to keep care for the elderly where it | 
| he received from the moment he set foot on Taiwan. Rela- 


passed a Maintenance of Parents bill that would allow par- 


ought to be: with their children. As legislator Walter Woon 


explained in last week's 5TH COLUMN, the law will work | 
_ Taiwanese tourists were murdered in March while boating 


best if it acts as incentive not to have it invoked. 


Only time will tell whether Singapore's approach will | 
succeed. If so, other Asian nations will certainly follow its : 
lead. Indeed, our guess is that Asia is best served by a vari- | 
| agreed to be more forthcoming when visiting tourists are 
‚ robbed, murdered, or otherwise maltreated, relatives of 


ety of experiments, tailored to local tastes and conditions. 
Malaysia, for example, has become a world leader in priva- 


tising industries typically run by the state. The Philippines _ 
| ers dogged Mr. Tang throughout his trip. 
trast, attests to the virtues of free trade, minimal govern- | 
ment and open markets. Indeed, not least of the benefits of | 
small places like Hong Kong and Singapore is the pioneer- | 
| develops — 


has chosen a politics-first approach. Hong Kong, by con- 


ing role they play for the rest of the region. 


Other places, of course, have their own ideas. China is - 
attempting to reconcile Adam Smith with a Communist as- | 
cendancy. Brunei has a sultan and its own special philoso- - 
phy. Indonesia too has its special state philosophy and, un- | 
der Minister for Research and Technology B. J. Habibie, has | 
opted for a directed development model. Our own belief is | 
that an integrated global economy will make this more dif- 
ficult — look at the adjustment pains of Japan and Korea — | 
_ and is only likely to accelerate so long as Beijing refuses to 


but Asia as a whole should benefit from these lessons. 


There is, to be sure, nothing particularly Asian about any | 
of this, except to the degree that in Asia institutions like the _ 
family tend to be stronger and virtues like hard work more _ 
respected than elsewhere. This is the real secret of the Asian | 
Way, and it comes with no easy set of social, political or | 
economic arrangements. In the years to come, different na- | 
tions will experiment with different approaches, and we | 
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will learn as much from those which fail as from those 
which succeed. Let a thousand flowers bloom. п 


Straits Talk 
Give Taiwan its security 
E ver since the remnants of Chiang Kai-shek's govern- 


ment fled the mainland in 1949, the world has come to 
treat all issues involving Greater China as a contest 


landmark agreement on issues from the repatriation of hi- 
jackers to fishery rights just signed by the two governments 
in Taipei, virtually all analysis has focused on which side 
^won" more concessions than the other. But this emphasis 
on a Kuomintang-Communist scorecard overlooks a far 


nese governments today oversee very different societies. 
That much must have been obvious to China's repre- 
sentative, Tang Shubei, judging from the raucous reception 


tions between the two Chinas have been frosty since 24 


on Qiandao Lake in southern China. And they weren't 
much improved by an official investigation that raised far 
more questions than it answered. Although the two sides 


those killed at Qiandao Lake are far from satisfied. Protest- 


Doubtless negotiators would have been spared the em- 
barrassment of such public demonstrations had the meet- 
ings been held in China. But there's the rub. As Taiwan 
its per capita income is already 24 times that of 
China's — its citizens are demanding more accountability 
from their politicians. Indeed, Taiwanese demonstrate 
against the government all the time. In Beijing . . . well, we 
all know how they deal with demonstrations in Beijing. 

Whether anyone admits it or not, Taiwan already has de 
facto independence. What Taiwan doesn't have is a sense of 
security. It is no coincidence, for example, that pro-inde- 
pendence feeling surged after the Qiandao Lake incident 


renounce reunification by force and continues to keep Taipei 
shut out of world arenas such as the UN and Gatt. To put it 
another way, if Beijing is to avoid bringing about what it 
most fears on Taiwan — a formal declaration of indepen- 
dence — it had best drop the tremble-and-obey approach to 
Straits relations. Otherwise it will soon find that reaching 
agreements with the KMT is the easy part. и 
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Without question, 


“Time I value above all things. 


diary five years in 
advance. 

Yet Dame Kiri 
remains her usual 
straightforward and 
uncompromising self. 
"To arrive early is 
unfortunate, but to 
be late is the rudest 
thing imaginable,” 
she insists. 

Then, relenting, 
she smiles and she 
adds "sometimes I 
do not know whether 


I organise time, or 


. . ) . . ” 
her career has been It just gets more and more precious.’ time organises me. 


triumphantly consistent over the years. 
Yet Dame Kiri Te Kanawa readily admits 
that one thing has changed: her attitude 
to time. 

“It is so beautifully expressed in Der 
Rosenkavalier,” she says, translating the 
part of The Marschallin from memory; 

“I go through the house in the middle of 
the night, and I hear the ticking of the 
clocks. I cannot stop them; I cannot turn 
them back. It is like the snow falling.” 

Dame Kiri may well feel that time 
has speeded up year by year until 


January to January now flies. 





qu 


Her punishing schedule fills her #4. 


One thing, however, remains clear. 
As a family woman, she finds that time 
is most precious to her — "when I'm 
leaving, when I have to say goodbye; 
thats the hardest part of all.” 

For seventeen years Dame Kiri has 
worn a Rolex and insists that she would 
never ever be without it. 

Of her treasured gold Lady Datejust 
Chronometer with its diamond bezel she 
says "it is very beautiful, very elegant, 
quite wonderful.’ It is gratifying indeed 
to hear that in an ever accelerating 


W 


ROLEX 


of Geneva 


world, certain things at least 


remain constant. 


The Rolex Lady Datejust Chronometer in 18сі. gold with The President bracelet. Bezel and dial set with diamonds. 





AUGUST 18, 1994 VOL: 157 NO: 33 


Page 17. 


Who should pay to produce Thai steel? 
Page 40 


Regular Features 





4 Letters 

5 Editorial 

9 Index to Companies 

11 In Other Words 

12 Intelligence 

13 Regional Briefing 

26 The 5th Column 

31 Eye on Asia 

34 Travellers’ Tales 

39 The Pacific Century 

45 Economic Monitor: Cambodia 
55 Business Briefing 

56 Prices & Trends 

57 Stockmarkets 

58 Shroff: China; Philippines 
32 Profile: Todd Lavelle 


AUGUST 18, 1994 


= 
o 
c 
m 
m 
а 
о 
ə 
> 
2 
o 
m 
2 
e 
> 
т 
з 


HONOWYIVa NOQHOD 





New n 





Satellite p 
A il 


COVER STORY 


he satellite-television business in Asia 

is still a dicey venture at best. And 
when China gets involved, the risks 
multiply. Yet Western broadcasters 
wanting access to the region had little 
choice but to sign up with China-backed 
APT Satellite Co., a firm with no track 
record but potentially good connections. 
REVIEW correspondent Jonathan Karp 
describes the alliance's short but bumpy 
history as a case study on doing business 
with China. Page 46. 


Cover: Courtesy of APT Satellite Co.; 
Illustration by Chris Kallas 





Regional 


14 Foreign Relations: China and Taiwan paper over their differences 
Aids: Experts warn Asia of a future holocaust 

Philippines: Catholic Church fights birth-control policy 

Aid: Washington has a big message but little cash for Asia 


20 Hong Kong: A grassroots group tweaks the political system 





Cambodia: The government covers up army killings 
Bangladesh: Islamic fundamentalists demand a blasphemy law 


Indonesia: The military is wary of new political currents; Suharto's 
son-in-law rises through army ranks 


Arts & Society 


36 Education: Vietnam’s economic reforms cause turmoil for its school 


system 


38 Books: Protestantism in today’s China; how artists lived in the old one 
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Industry: Thailand faces a dilemma over steel policy 
Trade: U.S. protectionists try to claw back Gatt concessions 


Economies: Pacific islanders unite against Asian exploitation 


Property: Hong Kong Parkview Group has big plans 


Finance: Indian MPs fume over response to securities scam 


Retailing: Giordano’s Jimmy Lai steps down amid dispute with China 
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NOW CARRY THE ONLY 
CREDIT CARDS THAT CAN 
CARRY YOU AWAY 
ON ASIA'S BIGGEST 
FREE TRAVEL PROGRAM. 


At Citibank, we're always looking at ways to bring 


each and everyone of our cardmembers new and unique 


benefits. Especially our gold card customers. 





And right now, we are offering a privilege that no 
other VISA or MasterCard can offer. 


Citibank Preferred Passages. The chance to earn free trips 


faster on Passages, Asia's biggest frequent flyer program. 


This long-term partnership with Cathay Pacific, Malaysia 


Airlines, Singapore Airlines, British Airways, Swissair, 


Austrian Air and Silkair gives you a real opportunity to 
earn free travel, receive free upgrades, or to enjoy free 
companion tickets to the four corners of the world. 
Every time you charge to your Citibank Preferred VISA 
or MasterCard, welcomed at over 10 million establishments 
worldwide, you'll be credited with free kilometers. 


Every purchase will get you that much closer to flying 


free to some of the world's best holiday destinations. 


How it works is really quite simple. Every US$1 equivalent, 


charged to your Citibank Preferred VISA or MasterCard 


will earn you one kilometer credit. 

Naturally, you'll also earn kilometer credits by 
flying First or Business Class on any of the partici- 
pating airlines. And by staying at any of Passages' 
partner hotels including Hilton, Hyatt, Inter- 
Continental, Pan Pacific and Shangri-La. You'll be 
quite amazed just how quickly the credits will add up 
and just how quickly you can book your free trip. 

So, to get carried away to your favorite 
country for free, just carry a Citibank Preferred 
VISA or MasterCard. And enjoy the innovative benefits 
and unsurpassed service you'd expect from the world's 
leading issuer of bank credit cards. 

Enroll for Citibank Preferred Passages, now. Just call 


Citibank in your country for details. 





NOT JUST VISA OR MASTERCARD. 


CITIBANK VISA. CITIBANK MASTERCARD. 


Citibank Preferred Passages is currently available to Citibank Preferred cardmembers in these countries: 
Hong Kong 852-823-2323 • Singapore 65-225-5225 • Malaysia 60-3-232-0000 • Taiwan 886-2-565-1100 • Indonesia 62-21-570-0321 * Thailand 66-2-238-3650 e Philippines 63-2-813-9333 
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Australian Broadcasting Corp. 48 
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China Telecommunications 47 
China Travel Service 47,53 
China Yuan Wang (Group) 47 
Chrysler 44 
CIM 48 
CNN 12 
Colgate-Palmolive 39 
Compaq Computer H 
Credit Lyonnais 47 
CS First Boston 12 


Daewoo 

Daya Tata Matra 

DeTik (Indonesia) 
Dewey Ballantine 
Discovery Communications 
Dong-A 

Editor (Indonesia) 

ESPN 

Euroconsult 

Ever-Victory System 
Ford 

General Dynamics 
Giordano 

GIO Reinsurance 
Hewlett-Packard 

Home Box Office 

Hong Kong Parkview Group 
Hughes Aircraft 

Hyundai 

IBM 

Indian Airlines 

Indosat 

ING 

ITT 

Jardine Fleming Holdings 


AUGUST 18, 1994 


Company Page 
Kleinwort Benson 47 
Korea Electric Power 55 
Kumpulan Emas 52 
Kwang Hua Development & Investment 47 
Laem Thong Bank 55 
Lai Sun Development 53 
Levi Strauss 42 
Matsushita H 
McDonnell Douglas 48 
Merrill Lynch 30 
MGM Grand 55 
Ming Pao Enterprise 48 
Ming Ren Investment & Enterprises 53 
Mitsubishi Bank 12 
| Mitsui 40 | 





National Broadcasting Co. 48 
News Corp. 12 
Next Magazine (Hong Kong) 54 
| Nine Network 48 
| Nippon Steel 40 
| Nippon Telegraph & Telephone 50 
Nippon Trust Bank 12 
| NTS Steel Group 40 
Optus Communications 48 
Orient Telecom & Technology 47 
| Petron 58 
| Po Hsin Entertainment 48 
Reuters 48 
Rimsat 11,50 
Robert Chua Productions 48 
Ruentex Industries 47 
Sahaviriya Steel Industries 40 
Samchang 55 
Saudi Arabian Oil 58 
Semen Cibinong 30 
Semen Gresik 30 
Shinawatra Satellite 50 
Siam Cement 40 
Silvania Products 52 
Singapore Telecom 47 
Sony 44 
StarTV 12.46 
T-Z 
Television Broadcasts 48 
Temasek Holdings 47 
Tempo (Indonesia) 27 
The Nineties (Hong Kong) 20 
Time Warner 46 
Tirtamas Majutuma 30 





This index lists significant references to com- 
panies in this week’s issue of the Far Eastern 
Economic Review. Pages refer to the page of each 
article where the company reference appears. The 
index does not include reference to companies in 
Focuses, Special Reports or Where to Put Your 
Money. 





| methodology of Asia's most detailed ranking of 
| leading companies and how they got to be leaders 
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Subscribe to the Review 
Never risk missing an issue of the Review, Asia's 
business newsweekly, by subscribing today. Ё Your Morey 


Published since 1946, the Review is the world | === 
authority on Asian current affairs, business, |: el 
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economics and investment. 





Far Eastern Economic Review on Air 

The Review s daily half-hour television showis a \ z 3 
broadcast on satellite network Asia Business ==. ssns s. == 
News. Review correspondents and editors discuss a topic in the 
news with expert guests. Nury Vittachi tells his on-air Travellers’ 
Tales. The show, moderated by ABN's Martin Soong, airs at 12:30 
p.m., 8 p.m. and 10:30 p.m. Hong Kong time. 


Asia 1994 Yearbook 

Published since 1959, the Review Yearbook is 
the indispensable guide to the major political 
and economic events of the year in Asia. The 
1994 edition, US$46 in hardback, US$34 in 
paperback, includes coverage of 32 countries. 
Subscribers to the Review receive a 20% 
discount. Add US$8 for shipping outside of Hong Kong. 


All-Asia Travel Guide 
Never take a business trip or vacation without | 
your copy of this travel guide to 26 countries in 
Asia. This 16th edition, US$23.95, includes a | usmuun 
new section on business do's and don'ts. It is n 

the only guide you will ever need for travel in GUIDE 
Asia. Subscribers to the Review receive a 20% = 


discount. Add US$6 for shipping outside of Hong Kong. 


China Trade Report = 
This monthly newsletter has the latest inside bf 
information on trade and investment in this | ean 

dynamic emerging market. Edited by Review E 
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journalists, China Trade Report provides the 
information that no one who does business in 
China can afford to miss. Twelve issues a year for 
US$425. Subscribers to the Review receive a 5% discount. 











Review 200: Asia s Leading Companies 
This annual survey ranks both the leading 
companies based in 11 Asian countries and 
multinationals based outside Asia to create the 
annual Review 200. The full results and 


are available for US$95. Subscribers to the Review pay US$45. 
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NKK CORPORATION 


Headquarters: Tokyo 

U.S. Subsidiary: NKK America Inc., New York, 
Washington D.C., Houston, Santa Clara 

European Subsidiary: NKK Europe Ltd., London, 
Düsseldorf, Rotterdam 

U.S. Affiliate: National Steel Corp. 


Principal Overseas Offices: Vancouver, Beijing, Hong Kong, 


Bangkok, Singapore, Jakarta, Taipei, Al-Khobar 


For more than eight decades, NKK has been a global leader in steel- 
making, as well as engineering and shipbuilding. And in recent 
years, we've built on this record by diversifying into such frontier 
technologies as electronics and medical equipment. 


Today you can see our readiness to change in the ways we're 
streamlining our operations. As we rethink the basics, we're not just 
Strengthening our competitiveness. We're also serving our cus- 
tomers better with responsive product development and timely 
solutions to pressing problems. 


These are very good reasons for confidence during a time of 
change, especially when you remember that we've been here for 
30,000 days or so. 


And that we've never thought tomorrow should be like today. 





In Other Words 


* Now this, this to me, is 
human rights. ” 
New York businesswoman Miriam 


Marshall Segal on her shrimp-packing 
plant in Rangoon. 





* Nobody screamed or threw 
any chairs at each other. ” 


Michael Sternberg, chief operating officer 
of Rimsat, after two days of talks with 
China's APT Satellite. China launched its 
satellite perilously close to Japan's and 
Rimsat's, threatening interference with 
their broadcast signals. 














“ NEWS ITEM: DENG XIAOPING'S MUSINGS ON HIS 90TH BIRTHDAY. 
If people accept this, we 
will introduce cheques and * We've found that pigs find even mild 
credit cards. "' | sorts of human behaviour offensive. ” 
A Civil Affairs Department spokesman in Taiwan, 


А ! La Trobe University psychologist Grahame Coleman, 
on the country's efforts to reduce pollution from | in Melbourne, Australia, whose research suggests 
smoky funerals by introducing high-face-value | pigs suffer a form of executive stress from 
paper money to be burnt as offerings for | rough handling. 
the dead. 





і * Cambodia attracts establishments 
0 that would not be called banks 
d anywhere else. ” 
Cambodian Finance Minister Sam Rainsy, who 
WELCOME 10 believes that at least a dozen of 30 banks set up in 
the last three years are laundering cash from arms 
YUEN LONG 


and drugs sales. 
B 





99 * Just imagine, two women marrying 
and adopting a cat or a dog, and they'll 
call that a family? ” 


Manila Archbishop Jaime Cardinal Sin 
protesting his country's participation in the 
UN's coming International Conference on 

Population and Development in Cairo. He fears 
the UN will adopt resolutions recognising a 
homosexual union. 


~ 


* |t does not seem to me that it 


и added clarity and warmth to the 


dialogue. ” 
| билив Go WKLKIES IN. YUEN LONG -~ «40. 


Assistant U.S. secretary of state, Robert Gallucci, 
E on South Korea's rhetorical attacks on the 
NEWS ITEM: TWO ACTORS DRESSED AS PLA SOLDIERS CAUSED PANIC IN North and publicity given to North Korean 
HONG KONG WHEN THEY LEFT THE SET FOR SNACKS. Trigg/Eastern Express defector Kang Myong Do. 

Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503 1530. 
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INTELLIGENCE 





Seminal Ties 


When New Zealand Prime Minister Jim 
Bolger visited Indonesia last May, unno- 
ticed amid all the controversy about East 
Timor was the fact that he gave President 
Suharto a gift from Gairlock Buckles. Buck- 
les is a Holstein Friesian bull, and the gift 
was a canister of the bull's frozen sperm. 
Suharto, a keen cattleman like Bolger, was 
delighted. 


Trouble at Home 


A serious rift has developed between 
President Fidel Ramos' sister, Sen. Leticia 
Shahani, and one of his closest advisers, 
National Security Adviser Jose Almonte. 
Shahani has reportedly been suspicious of 
Almonte's influence with Ramos for some 
time. But her ire was raised recently by a 
widely publicised speech by Rosemarie 
Arenas before the Rotary Club in the sena- 
tor’s hometown of Pangasinan. Arenas 
criticised as "dynasty-building" Shahani's 
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Shahani, Almonte: ill will. 


campaign to get her son Ranjit, currently 
vice-governor, elected governor of Pan- 
gasinan province. Arenas is widely re- 
ported to have been Ramos' mistress, an 
allegation the president himself has not 
categorically denied. A wealthy socialite, 
Arenas is known to be close to Almonte, 
who almost always escorts her to formal 
parties in Manila. Shahani's aides charge 
that it was Almonte who engineered Are- 
nas' diatribe against the senator. 


Back to China 


Nearly a year after Beijing declared 
Rupert Murdoch-controlled StarTV offi- 
cially unwelcome, the News Corp. boss is 
scheming to get StarTV into China legiti- 
mately. News Corp. and investment bank 
CS First Boston are pursuing a venture to 
sell StarTV as a pay-television service to 
hotels in China. In addition to StarTV pro- 
grammes, the service would offer interac- 
tive channels, such as a hotel check-out 
channel. Negotiations for the venture are 
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under way, but price is a sticking point. 
Under a current proposal, hotels would 
get interest-free loans to buy the satellite 
dish and StarTV signal-decoding equip- 
ment but would get to keep just a fraction 
of the fees. The right to carry StarTV could 
also carry an exclusivity clause — in 
which case, Chinese hotels might have to 
make Ted Turner's CNN the unwelcome 


guest. 


It's an Ill Wind 


Business for small, family-owned stock- 
brokers in Manila has been booming — 
partly the result of the spate of kid- 
nappings against Chinese-Filipinos over 
the past two years. Word has got around 
among Chinese-Filipino businessmen that 
a certain syndicate of kidnappers had been 
able to bribe an employee of a large bank, 
which has a large clientele of ethnic Chi- 
nese, to provide them with the computer 
print-outs of their deposits. Some kidnap 
victims have been surprised to find that 
their kidnappers knew their bank-account 
balances to the last peso. As the reports 
spread, wealthy Chinese-Filipinos have 
opted to put their savings instead into the 
stockmarket through family-owned bro- 
kerages. "And we assure them they've got 
only me and my family to blame if ever 
somebody gets information on how much 
they've invested," one broker says. 


Presiding Spirit 

American officials say there is now a 
possibility President Bill Clinton may pre- 
side over a signing ceremony for the US$35 
billion Natuna gas-field development 
project when he attends the Asia-Pacific 
Economic Cooperation forum in Indonesia 
in November. Although Washington is not 
officially involved, the officials say they 
understand there has been "positive" 
progress in ongoing talks between the In- 
donesian Government and American oil 
giant Exxon. 


Bailout Blues 

Mitsubishi Bank has been playing up 
problems facing its affiliate Nippon Trust 
Bank in the hope of winning concessions 
from the Finance Ministry ahead of a prob- 
able bail-out. Specifically, the bank hopes 
to get the ministry to waive the rules pre- 
venting the trust banking units of commer- 
cial banks from engaging in the pension- 
fund management and loan-trust business. 
Nippon Trust, the smallest of Japan's be- 
leaguered trust banks, is believed to have 
bad debts in excess of 10% of its assets. 
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REGIONAL BRIEFING 





INDONESIA 
Naval Exercises 


Indonesia and Australia were 
staging joint naval patrol 
manoeuvres with aircraft in 
the Timor Sea as part of a 
regular defence operation, 
military sources said on 
August 9. The purpose of the 
brief exercise was to increase 
the combat capabilities of the 
two navies and forge closer 
friendship and cooperation 
between the two countries, a 
naval spokesman said. 
Indonesia and Australia 
normally stage three or four 
naval exercises each year. 


General's Killers Jailed 


A Jakarta court has jailed four 
men for between 12 and 15 
years for the murder last April 
of an army general, the Antara 
news agency reported on 
August 9. The court sentenced 
three of the men to 15 years; 
the fourth accused received 12 
years. Brig.-Gen. T. M. F. 
Tampubulon, 54, was stabbed 
11 times with a bayonet and a 
machete after a row over a 
minor traffic accident. The 
killing of a member of the 
powerful military shocked 
Indonesians. 


Al-Arqam children: classes over. 


MALAYSIA 

Al-Arqam Banned 
Religious authorities 
announced a sweeping ban on 
the Al-Arqam Muslim sect on 
August 5. The sect will no 
longer be allowed to operate 
the 257 schools it runs in 
Malaysia or operate its many 
businesses with the Al-Arqam 
logo. If the sect, which claims 
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Australian F18: powerful friend. 


100,000 followers in Malaysia, 
continues its activities 
underground, its members 
could be prosecuted. 
Governments of Malaysian 
states have announced they 
will close down the sect's 48 
"Islamic villages." 


CAMBODIA 


Chakrapong in France 


Prince Norodom Chakrapong, 
who was allowed to leave 
Cambodia after being 
implicated in a failed coup, 
has been granted asylum in 
France, Thai official sources 
said on August 7. 
Chakrapong flew to France 
later the same day. The prince 
had arrived in Bangkok on 
August 4 from Malaysia, 
where he had been staying 
since early July. 


PHILIPPINES 
Priest Released 


The Muslim extremist group 
Abu Sayaff on August 8 
released Catholic priest Cirilo 
Nacorda, who was kidnapped 
two months earlier in Basilan 
island off Mindanao. Despite 
the deployment of about 1,000 
troops on the island, the 
military had been unable to 
apprehend the kidnappers. 
There was widespread 
speculation that a ransom of 
P1.5 million (US$57,000) was 
paid for the priest's release. 


JAPAN 


New New Party 


Heads of the major Japanese 
opposition parties agreed on 
August 8 to set up a 
consultation body in 
September as a first step 
towards establishing a joint 
party dubbed the "New" New 
Party to counter the Liberal 
Democratic Party-Socialist 
coalition government. The new 
group, comprising the Japan 
New Party, the Komei (Clean 
Government) Party, the 
Democratic Socialist Party and 
the New Life Party, 
collectively made up the 
minority coalition government 
ousted in July. 


THAILAND 
NAP Victory 


Prasong Boonpong of the New 
Aspiration Party (NAP) 
soundly defeated the 
opposition candidate in a 
parliamentary by-election in 
Nakhon Phanom on August 7. 
The victory gives the 
governing coalition 194 seats 
in the House of 
Representatives, compared 
with the opposition's 166. The 
election was called after MP 
Thanong Siripreechapong of 
the opposition Chart Thai 
party resigned his post 
following accusations that he 
was involved in smuggling 
marijuana to the U.S. Thanong 
denies the charge. 
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UNITED STATES 
Deportation Deferred 


Under new guidelines issued 
by the U.S. Immigration and 
Naturalisation Service, Chinese 
who have entered America 
illegally will not be 
immediately deported if they 
can show that they face 
"imminent danger" of forcible 
abortion or sterilisation. The 
guidelines are not a change in 
policy; the U.S. does not 
recognise China's family 
planning practices as 

grounds for granting asylum. 
Those allowed to stay under 
the new guidelines will only 
have their deportation 
deferred. 


INDIA 
U.S. Seeks Pledge 


Washington's new ambassador 
in New Delhi, Frank Wisner, 
said on August 8 that the 
United States wants India to 
pledge never to build a 
nuclear bomb, but realises it 
needs a strong defence. "You 
live in a region that will not 
cease to be troubled for many 
years to come. There's no 
question that a strong national 
defence effort must be 
maintained," he said. India 
claims the nuclear Non- 
Proliferation Treaty favours 
established nuclear powers. 


Selected electronics 
ownership in Taiwan, 1993 
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Pro-independence demonstration: is time on their side? 
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Charm Offensive 


A high-ranking Chinese official's visit to Taiwan was a public- 
relations success, but the actual results only minimally narrowed 
the vast gulf separating the two sides of the Taiwan Strait. 


By Julian Baum in Taipei 
uave and charming isn't how most 
Taiwanese imagine Chinese com- 
munist officials, but that was before 
they met Tang Shubei. 

Tang, the highest-ranking Beijing offi- 
cial to come to Taiwan since the Kuo- 
mintang retreated to the island in 1949, ex- 
hibited an easy confidence and air of 
authority throughout the visit, captivating 
the local news media. 

To cement his public-relations triumph, 
Tang, who is vice-chairman of Beijing's 
Association for Relations Across the Tai- 
wan Straits, reached tentative agreement in 
talks with his Taiwan counterpart on terms 
for repatriating illegal immigrants and hi- 
jackers and settling fishing disputes. 

Before the discussions ended on August 
7 in an effusion of goodwill and gift-giv- 


14 


ing, Tang and his delegation deftly played 
down concerns about the safety of Taiwan- 
ese tourists in China, and said China 
would not offer any new assurances to the 
tens of thousands of Taiwanese companies 
operating there. 

The results of Tang's talks with Chiao 
Jen-ho, vice-chairman of Taiwan's Straits 
Exchange Foundation (SEF), were trum- 
peted as a breakthrough. Yet Tang stopped 
short of formally signing any agreements, 
saying this should be done as soon as pos- 
sible by the chairmen of the two semi-offi- 
cial organisations. Taiwan, however, is re- 
luctant to agree to such a meeting too 
quickly. 

It will clearly take more than deftness 
and charm for Beijing to achieve its goal of 
unifying Taiwan with the Chinese main- 
land. Academics point out that while Tai- 
wan's focus during the talks was on re- 
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solving practical cross-strait problems, 
China tends to use such contacts as a 
means to bring about higher-level encoun- 
ters to address the fundamental political 
issues dividing the two governments. 

Those differences were evident as the 
China-Taiwan encounter got off to a rocky 
start, with each side lecturing the other 
over alleged infractions of proper Chinese 
behaviour in playing the roles of host and 
guest 

Protesters organised by the opposition 
Democratic Progressive Party (DPP) greeted 
Beijing's delegates at Chiang Kai-shek In- 
ternational Airport with pro-independence 
slogans and the burning of China's flag. In 
one incident, protesters pounded the car of 
Sun Yafu, who led the first round of dis- 
cussions, prompting a stiff letter from Bei- 
jing criticising Taiwan for being a poor 
host. With the arrival of his superior a few 
days later, several hundred protesters 
chanted "Tang Shubei go home" and "In- 
dependence for Taiwan." Among their slo- 
gans: "Who wants to unite with China's 
oppressive government?" and "Taiwan for 
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the Taiwanese." 

Taiwan Government officials replied 
that in a democratic society, everyone was 
entitled to his opinion and that the protest- 
ers had a legal permit. Besides, one official 
told the international media, "it's not 
proper for a guest to send a strongly 
worded letter just before he takes off on an 
important visit." 

Just ahead of the visit, the Taiwan Gov- 
ernment had tried to ease fears that Tai- 
wan's sovereignty could be compromised 
with any agreements reached. A back- 
ground paper from Taipei's Mainland Af- 
fairs Council described the talks as “noth- 
ing more than private-sector activities that 
will not involve political topics." 

The DPP remained deeply suspicious of 
the talks, however, and issued a statement 
saying Beijing was using the occasion for 
^mass propaganda." "I solemnly want to 
tell communist China that it cannot ma- 
nipulate the situation here and reverse the 
democratic path we have taken," DPP 
Chairman Shih Ming-teh told a press con- 
ference. 

The fiction that both sides were con- 
ducting only private discussions was 
hardly credible, though obviously the talks 
were possible only if such pretensions were 
upheld. Concerns about protocol were one 
tell-tale sign. Though Tang had requested 
a courtesy call on Huang Kun-hui, chair- 
man of the Mainland Affairs Council, 
Huang was willing to receive him only at 
the council's office. Tang refused to meet 
there, since it would imply recognition of 
Huang's status as a cabinet-level officer in 
the Taiwan Government. 

A Tang recalled a comment by para- 

mount leader Deng Xiaoping that 
China's modernisation must come before 
unification can be achieved. One SEF offi- 
cial said the comment hinted that Tang un- 
derstood that the political situation on Tai- 
wan was more complex than his public 
statements indicated, and that Beijing 
would have to be patient. 

In advance of the talks, Chiao told the 
REVIEW he hoped Beijing would act in a 
more conciliatory manner following the 
Oiandao Lake tragedy. To make it easier 
for Beijing, Taiwan offered several good- 
will gestures. Just before the talks opened, 
the Mainland Affairs Council lifted the ban 
on government-sponsored cultural and 
educational exchanges, imposed after the 
Qiandao Lake murders. The Ministry of 
Economic Affairs had earlier renewed the 
review process for Taiwanese investments 
in China after a two-month suspension. It 
also continues to loosen rules on what 
kinds of industry may invest in China and 
to ease travel restrictions on senior govern- 
ment officials. 

Some observers believe that Taiwan 
needs to be much tougher in its negotiat- 


t a reception at the Foundation, 
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ing approach. “Beijing’s overall strategy is 
to promote higher-level contacts and nego- 
tiations over political issues," says Wu An- 
chia, convener of the mainland affairs re- 
search group at National Chengchi Univer- 
sity. "But the Republic of China's govern- 
ment is trying to downgrade the talks and 
keep the agenda limited to functional is- 
sues." 

Wu says that these talks, while advanc- 
ing Taiwan's goal of solving several im- 
portant problems in cross-strait ties, also 
advanced Beijing's goals of winning over 
Taiwanese public opinion to a more posi- 
tive view. 

China may feel some urgency as it tries 
to elevate the level of the dialogue and ad- 
dress larger issues, especially the opening 
of direct links across the Taiwan Strait, still 
barred by Taipei. "Beijing must know that 
the longer it waits, the more difficult it will 


Tang Shubéi: Beijing's smiling face. 


be to negotiate with the Taiwan Govern- 
ment," says Jean-Pierre Cabestan, a Taipei- 
based researcher with France's National 
Centre for Scientific Research. "It's better 
that they get what they can from the 
Kuomintang, because in the future they 
could face a much trickier political situa- 
tion here if the opposition gets in power." 

Cabestan said that Beijing’s immediate 
goal is to absorb Taiwan into China’s com- 
mercial markets in advance of unification. 

The Taiwan side appears to be aware of 
the dangers of escalating meetings with no 
concessions on the major political obstacles 
that remain. “If the Chinese communists 
insist on maintaining the attitude of a cen- 
tral government dealing with a local gov- 
ernment, then there is no basis for carrying 
on with negotiations to establish air links 
or sign agreements,” says a senior official 
at the Mainland Affairs Council. п 
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AIDS 


The Coming 
Holocaust 


HIV expected to hit Asian 
economies hard 








By Jonathan Friedland in Yokohama 

t was the first time a major international 
| conference on Aids was held in Asia, 

and the choice of continent seemed pain- 
fully appropriate. Asia will be the next big 
killing field in the Aids epidemic. 

The proverbially dispassionate doctors 
and scientists gathered for the 10th Inter- 
national Conference on Aids in Yokohama 
were anything but calm when it came to 
delivering their prognosis for the region. 
Prasanta Kumar Choudhuri, president of 
| the Indian Medical Association, foresaw a 

“holocaust,” while the American Medical 
| Association's James Allen compared Aids 

in Asia today to the Black Death that dev- 
| astated Europe in the Middle Ages. 

What's happening is this: after gestat- 

| ing among socially marginalised commu- 
nities such as sex workers and intravenous 

| drug users for the past decade, the human 
immune deficiency virus (HIV) is now af- 
fecting Asians from all walks of life. What's 
more, it's striking at an alarming pace. "Ex- 
plosive would be the best word to describe 
what is going on here," says Michael 
Merson, director of the Global Programme 
on Aids of the World Health Organisation 
(WHO). 

Researchers warn, however, that the 
WHO data may already be obsolete. This is 
due in part to the rapid spread of HIV in- 
fection. Another reason the figures may 
soon be revised is that many Asian coun- 
tries are moving more rapidly now to set 
up as comprehensive surveillance pro- 
grammes as they can afford. The Yoko- 
hama conference was the first instance in 
which Aids data from Vietnam, Sri Lanka 
and China was publicly presented. 

In South and Southeast Asia, the num- 
ber of recorded HIV infections now stands 
at over 2.5 million, Merson told the 
Yokohama conference. That’s 1 million 
more than a year ago and represents 6% of 
the cumulative global total, an eightfold 
percentage increase from the previous 
year. If current trends continue, the WHO 
contends, more than 10 million Asians will 
be infected with HIV by 2000. 

This, of course, has huge social and eco- 
nomic ramifications for the region. Ana- 
lysts McGraw-Hill have come up with the 
rough estimate that Aids will cost Asian 
economies US$38-52 billion over the next 


15 


REGI ОМА 





few years. But Dr. Stefano Bertozzi, a WHO 
health economist, says the real trauma will 
be felt by those who can least afford it. "Ef- 
fects on households struck by the disease 
and on income distribution will be far more 
profound than any effect on national in- 
come levels," he says. "Households struck 
by the disease are being pushed down the 
poverty scale." 

Nor are the prospects bright for a cure 
to be available any time soon. The leading 
lights of the Aids research community told 
the meeting of 11,400 that the focus of their 
efforts has shifted — to so-called "combi- 
nation" drug therapies that prolong the 
lives of the infected, and to genetic research 
that might determine ways to block the HIV 
virus from replicating itself. "There is a dif- 
ficulty on the part of doctors and research- 
ers to know which way to turn," says Dr. 
Robert Gallo of the National Cancer Insti- 
tute in the U.S. 

That makes successful prevention stra- 
tegies all the more critical, say conference 
participants. And nowhere else is the need 
for action greater than in Asia, which is 
expected by the late 1990s to surpass Af- 
rica as the region where rates of new infec- 
tion are growing the fastest. The spread of 
the disease is already mind-boggling in ar- 
eas such as Chiang Rai in northern Thai- 
land, where one in five young males is HIV- 
positive, or in India's northeastern Mani- 
pur State, where 55% of intravenous drug 
users are infected. 

WHO calculates that basic prevention 
programmes in Asia would 
cost US$750 million-1.5 bil- 
lion annually, less than 
0.03% of Asia's economic 
output or, in the words of 
Merson, "equivalent to 
what Japan's workers pro- 
duce in less than one hour." 
An investment of this kind, 
he adds, ^would avoid an 
estimated 5 million infec- 
tions by the year 2000 alone, 
and the preventative effect 
would be even stronger as 
Asia moves into the 21st 
century." 

Currently, the epicentres 
of the epidemic in Asia are 
Thailand and India, which 


tries in Asia being spared. Epidemiological 
data show that HIV infections, particularly 
among heterosexuals, are still on an up- 
ward curve in Hong Kong, Japan, Singa- 
pore, Taiwan and South Korea. In Japan, 
for instance, "the number of cases isn't 
large, but it is increasing steadily," says 
Simpei Ozeki, a senior Ministry of Health 
and Welfare official. The pattern in these 
countries indicates that men who became 
infected through homosexual relations or 
sex with prostitutes are now passing the 
virus to their wives and girlfriends. Hong 
Kong recently had its first case of a baby 
born with the HIV infection. 

The one country in the region where 
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already has the most HIV- 
infected people of any 
country in the world. But WHO officials say 
the virus is spreading fast, typically via in- 
travenous drug use and the sex trade, in 
Burma, Cambodia, southern and eastern 
China, Malaysia and Vietnam. 

Indonesia, the Philippines, Bangladesh 
and Pakistan still report low rates, but ana- 
lysts say the combination of poverty, igno- 
rance, religious conservatism and a boom- 
ing sex trade in these countries provides 
fertile soil for the epidemic. 

Nor are the most industrialised coun- 
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Aids show in Japan: blanket problem. 


the scourge may have peaked is Australia. 
There, the epidemic has been confined to 
the gay and intravenous drug-using com- 
munities through a combination of grass- 
roots education and decisive government 
support for these efforts. The HIV-infection 
rate in Australia has been declining since 
1987, with new notifications falling below 
1,000 for the first time last year. 

Aids experts at the Yokohama confer- 
ence say other governments in the region 
are slowly awakening to the challenge. As 
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models, they cite Australia or Thailand; the 
latter belatedly put into effect a broad- 
based, comprehensive Aids-prevention 
strategy that has won much praise. But, 
the experts add, daunting social and cul- 
tural barriers militate against effective pre- 
vention and care programmes. 

Yun Fong Ngeow, a University of Ma- 
laysia professor, ticks them off one by one: 
discomfort over public discussion of sexual 
matters; an unwillingness to redirect pub- 
lic health spending towards curbing sexu- 
ally transmitted diseases; and deep-rooted 
opposition to policies that appear to en- 
courage promiscuity and drug abuse, such 
as condom distribution and needle- 
exchange programmes. These are primary 
impediments to countering the threat, she 
says. Sums up Dr. Michael Porter, a World 
Bank public health specialist: “HIV has put 
a spotlight on social practices that weren't 
spoken of in Asia." 

It is also increasingly highlighting atti- 
tudes, laws and regulations that discrimi- 
nate against the afflicted, forcing them to 
keep their infections secret and discourag- 
ing them from seeking medical care, says 
Mark Counter, an Australian Aids activist 
who is HIV-positive. “The central feature of 
any successful strategy has got to be harm 
minimisation,” he explains. “Those who sit 
and argue over moral and political correct- 
ness will be too late.” 

In that sense, the Yokohama conference 
could be a watershed. Several Asian gov- 
ernments sent high-level official delega- 
tions that mingled freely 
with representatives of gay 
and sex-worker groups 
within the airy confines of 
the Pacifico convention 
centre. 

“Tf it wasn’t for Aids, the 
government wouldn't be 
talking to us,” says Hisham 
Hussein, chairman of the 
Malaysian gay community 
group Pink Triangle. “Gov- 
ernments have no choice 
but to come to us if they 
want to reach marginalised 
groups like gays, sex work- 
ers and transsexuals.” 

Particularly striking was 
the fact the Japanese Gov- 
ernment opened the door 
to those whose views often 
conflict with the governmental status quo. 
Japan has been slow in responding to the 
spread of Aids domestically and, accord- 
ing to activists, has until recently done lit- 
tle to counter discrimination against the 
HIV-infected. “The fact you had an opening 
ceremony where words like gay and les- 
bian were used in front of the crown prince 
and princess shows a certain degree of flex- 
ibility,” says Michael Tan, executive direc- 
tor of the Manila-based Health Action In- 
formation Network. x 
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PHILIPPINES 


Pulpit vs. the Pill 


Ramos birth control policy infuriates Catholic hierarchy 








By Rigoberto Tiglao in Manila 

anila/s cardinal, Jaime Sin, makes 
M no bones about the importance he 

places on the campaign against 
President Fidel Ramos' birth-control poli- 
cies. It is, the Cardinal told reporters recent- 
ly, more important than the "People 
Power" movement that ousted Ferdinand 
Marcos. 

"The last time I led a delegation to cele- 
brate the Marian year was in August 1985," 
Sin was quoted as saying. "Then, we pray- 
ed for the dictator to collapse, which he 
did. This time it's worse, but God will help 
us." 

Sin and other church leaders hope to 
bring pressure on Ramos to a crescendo 
with a massive protest in Manila sched- 
uled for August 14. Sunday masses that 
afternoon will be cancelled all over the 
capital. The exceptions are those masses 
held as part of the demonstration. 

The outcome of this tussle between 
church and state — the latest flare-up of 
which has been sparked by the govern- 
ment's alleged support for policies to be 
adopted at a United Nations population 
conference — could have major repercus- 
sions for the country. "It threatens to divide 
the nation bitterly and savagely in the next 
few years," says Teddy Benigno, who was 
former President Corazon Aquino's press 
secretary. 

For Ramos, the much-vaunted popula- 
tion programme tops the list of his limited 
political achievements so far, and any bow- 
ing to church pressure would be a major 
retreat. Political columnist Amando 
Doronila points out that the consequences 
would be equally grave if the fight goes 
the other way. If Ramos gets the upper 
hand, and if the church "does not damage 
the president electorally, then this would 
confirm the church's political isolation and 
social irrelevance," he says. 

In fact, church leaders have indicated 
that they won't hesitate to try to influence 
voters over the issue, a possibility no poli- 
tician can take lightly in a country that is 
87.59; Catholic. Fr. James Reuter, spokes- 
man for the Catholic Bishops’ Conference 
of the Philippines, has threatened to use 
the church’s electoral clout against Ramos 
if he doesn't change his birth-control poli- 
cies. "We elect the President, the senators, 
the congressman," Reuter says, "and the 
church will come in full blast" at the polls. 

But the church has fought Ramos at the 
ballot box once already — and lost. Fear- 
ing that Ramos, a Protestant, would not 
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adhere to Vatican doctrine on birth-control 
methods, the church backed losing candi- 
date Ramon Mitra, a Catholic, in the 1992 
presidential elections. 

Reuter's threat could still concern the 
president, though. With his political sup- 
port in the country dented by the protest 
movement against the new value-added 
tax law, Ramos is under pressure to ensure 
that his party maintains control of a new 
Congress to be elected in 1995. Church 
leaders are also aware that their clout in 
the 1992 elections may have been diluted 
because Ramos portrayed himself as a re- 
formist candidate campaigning against 
politics as usual. As an incumbent, Ramos 
won't be able to play that card again. 

This time around, church leaders also 


Cardinal Sin: ‘God will help us.’ 


seem more acutely aware of the necessity 
to sell their message to the public. "We're 
going to make this an emotional issue," 
Reuter says. “Our battle cry will be: save 
our children." In a letter distributed to all 
parishes in Manila, Cardinal Sin sounded 
as if he was calling the faithful to war: 
"Global forces, backed by the wealth of 
powerful nations, are out to destroy the 
family by first destroying our children." 
On the face of it, the church's rage was 
sparked by the government's plans to sup- 
port an 83-page "Draft Plan of Action" to 
be proposed for adoption by countries par- 
ticipating in the UN's International Confer- 
ence on Population and Development, 
which takes place in Cairo next month. The 
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Vatican and local Church leaders have in- 
terpreted certain sections of the document 
— for instance the reference to “safe 
motherhood” — as an acceptance of abor- 
tion as a means of population management. 

Cardinal Sin has also zeroed in on the 
document's reference to “different forms of 
family" as an endorsement of homosexual 
unions. Sin said in the letter to Philippine 
Catholics that “rich consumerist countries 
are now trying to build a world of perver- 
sity in which two homosexuals or two les- 
bians will be recognised as a family.” 

Government officials and private fam- 
ily-planning groups claim that the church 
leaders are sponsoring a campaign of dis- 
information. Some observers argue that the 
Cairo document was a convenient issue the 
church could exploit to rally its faithful 
against Ramos’ adoption of contraceptives 
as a means of birth control. 

“They are imagining things that never 
appeared in the draft document,” contends 
Clio Zabala, president of the Family Plan- 
ning Organisation of the Philippines. Ra- 
mos himself has emphasised that “abortion 
is not an acceptable method for family 
planning.” Other government officials note 
that a provision in the 1987 constitution — 
inserted after intense lobbying by the 
church — makes abortion illegal in the 
country regardless of the circumstances. 

In a Catholic-dominated country, Ra- 
mos has been the first Philippine president 
to pursue a major population programme 
that endorsed — and provided a massive 
information campaign for — the use of 
contraceptives. Even former strongman 
Marcos buckled under church pressure in 
the mid-1970s and aborted the population 
programme he was pursuing. 

. The church has closely adhered to Vati- 
can doctrine that only natural forms of con- 
traception are acceptable, arguing that the 
government has no right to use its re- 
sources to propagate contraception. For his 
part, Ramos has made the reduction in the 
population growth rate a priority, and 
adopted a policy of “individual choice” on 
contraceptives. 

Ramos’ 1993-1998 Medium Term Phi- 
lippine Development Plan argued that “a 
large population impedes economic 
growth.” Under the plan, the current 2.3% 
population growth rate in 1993 will be re- 
duced to 1.9% by 1998. A World Bank 
study estimates that the Philippine popu- 
lation is the third fastest growing in Asia. 
The country’s 1995 population is estimated 
at 69.2 million, a figure expected to rise to 
121 million by 2030. 

Ramos’ population programme has 
been given a boost by his appointment of 
Juan Flavier as health secretary. A former 
country doctor with extensive involvement 
in non-governmental organisations, Flavier 
has used his widespread popularity to de- 
flect attacks against the government's 
population programme. п 
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AID 


Seed Money 


U.S. has a big message but little cash for Asia 





By Nigel Holloway in Washington 





hese are tough times at the United 
ў States Agency for International De- 
velopment (USAID). For one thing, 
money is tight as never before. The For- 
eign Assistance Appropriations Bill that 
cleared its final stages in the U.S. Congress 
in early August provides for only a nomi- 
nal rise in economic and military overseas 
aid, to US$14 billion. But despite those 
constraints, USAID is being told by the 
Clinton administration to pursue an in- 
creasingly ambitious political and eco- 
nomic agenda. 

Nowhere are resources stretched fur- 
ther than in UsAID's assistance to Asia. The 
entire region, from Afghanistan to Indone- 
sia, is budgeted to receive only US$526 
million of economic assistance in fiscal 1995 
(starting on October 1). That's 3.4% less 
than in fiscal 1994. And if spending on food 
handouts and Peace Corps volunteers is 
excluded, 1995's total shrinks to US$316 
million. This for a region which contains 
more than half the world's poor. 

“Tt is true that there are very compel- 
ling needs in Asia," says Margaret Carpen- 
ter, the administrator in charge of UsAID's 
operations in Asia and the Middle East. 
“But it is also true that there are a lot of 
success stories." Carpenter is one of a team 
of senior officials appointed by President 
Bill Clinton last year to reorganise an 
agency that had grown up and grown old 
in the Cold War era. 

Born in 1961, UsAID had the task of 
countering communism by promoting eco- 
nomic development. Near the end of the 
Vietnam War, it had 17,000 personnel, and 
more than half of its field staff was sta- 
tioned in Asia. Now there are 3,500 people 
employed worldwide. With the passage of 
time, more and more goals were added by 
successive administrations until the agency 
was encrusted with 33 separate objectives. 
The new appointees have the job of 
refocusing the agency's mission and of ful- 
filling a new set of priorities that are per- 
haps even bolder than the original agenda. 

That could spell problems for Washing- 
ton. "The democracy and human-rights 
agenda has been stepped up under Clin- 
ton," says Robert Orr, chairman of the To- 
kyo-based American Chamber of Com- 
merce committee on foreign aid. "The com- 
bination of these objectives and a declining 
aid budget means the Americans will not 
be able to get their bang for the buck," he 
argues. 

Another danger is of a backlash from 
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sensitive Asian nations. "A country like 
Indonesia could one day do the same to 
the U.S. as happened to the Netherlands a 
couple of years ago," says Robert Manning, 
a senior fellow at the Progressive Policy 
Institute in Washington. “They could turn 
round and say: "We don't want your aid 
any more if you keep pushing human 
rights’.” 

USAID now has five objectives: protect- 
ing the environment, building democracy, 
stabilising world population growth, en- 
couraging broad-based economic develop- 
ment and providing humanitarian assist- 
ance. The emphasis on the environment 
and population growth is new for USAID; 
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the pursuit of democracy and development 
is not. But what makes this cocktail of ob- 
jectives more potent is the stress being 
placed on working with non-governmen- 
tal organisations (NGOs), many of which 
don't see eye to eye with the authorities in 
the countries where they operate. 

“We want to move from assistance to 
partnership" with recipients, says Carpen- 
ter's deputy, Linda Morse. But that will be 
a difficult transition to make. Much de- 
pends on who the partner is. Governments 
in Asia and elsewhere are suspicious of 
many of the NGOs with which USAID works. 
And Asians have demonstrated all too 
clearly in recent years that they don't like 
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being preached to about human rights. 

Take Indonesia. At the World Bank's 
annual consultative meeting on Indonesia 
which took place in Paris in early June, 
Carpenter made "very clear" America's 
deep concern about Jakarta's recent moves 
to tame the local press. But she also lauded 
the Indonesians for cooperating with the 
International Labour Organisation in Ge- 
neva to improve workers' rights. 

From Indonesia's point of view, how- 
ever, Washington's actions may have spo- 
ken louder than Carpenter's words. The 
U.S. Senate, for example, earmarked 
US$250,000 each to human rights and en- 
vironmental NGOs in Indonesia. USAID al- 
ready spends more than that on NGOs in- 
volved in Indonesian human rights; its as- 
sistance to such groups in the year to Sep- 
tember 30 will total US$1.7 million. Of that, 
US$320,000 will be given to the Indonesian 
Legal Aid Institute, one of the groups lead- 
ing the push for democratic reform in the 
country. 

Could USAID be accused of interfering 
in Indonesia's domestic politics? No, says 
Carpenter, "because these are Indonesian 
groups" that the agency is helping. 

Carpenter denies the U.S. is foisting 
Western values on Asian countries, citing 
the objectives of her agency. "Those are 
goals that Asians subscribe to just as much 
as Americans. In trying to achieve them, 
we do look at human rights and workers’ 
rights, but these are not the primary thrust" 
of American aid policies, she says. 

Not everybody thinks the amount of 
U.S. aid to Asia is inadequate. "It's pea- 
nuts, but that is as it should be," says a 
senior U.S. government analyst on Asia. 
People in the region want access to the 
American market, investment and technol- 
ору — not aid, he argues. 

Orr believes the underlying attitude in 
Washington is more negative. "People say, 
‘why should we give aid to rich Asian 
countries that are our competitors?" As a 
result, he says, Japan has filled the void. 

Japan spends more on aid to Asia in a 
month than America does in a year. But 
there's a difference in approach as well as 
size. America provides virtually no aid to 
countries such as Thailand and Malaysia, 
on the assumption that they have gradu- 
ated beyond assistance. 

By contrast, Thailand and Malaysia still 
receive considerable Japanese aid in the 
form of concessional loans. Such countries 
are in Japan's "backyard," so Tokyo con- 
siders its aid a form of insurance. 

The U.S. tries to avoid any overlap with 
Japan's aid, preferring to provide "soft- 
ware," such as technical assistance, to com- 
plement the latter's "hardware," such as 
infrastructure. "USAID has a huge amount 
of knowledge, so why not make use of it?" 
says Takeo Akiba, who is in charge of eco- 
nomic cooperation at the Japanese Em- 
bassy in Washington. и 


AUGUST 18, 1994 


SIEMENS 


Integrated 
Systems Technology 





Twenty-four months after 
groundbreaking the Pohang Iron 
and Steel Company in Kwangyang/ 
Korea was able to produce its first 
ton of steel in the No. 2 steel making 
plant. Six weeks later, the plant 
reached full capacity, a record 
achievement. 


Another turnkey project in which 
Siemens played a vital role. Our 
involvement: Planning, engineering, 
supplying and installing advanced 
electrical equipment and systems 
for the main blower of the blast 
furnace as well as for the blast 
oxygen furnaces and the casting 
and sinter plants. Working within a 
very tight time schedule, 
coordinating deliveries from 
overseas and local factories, 
providing on-the-job training for 
POSCO service and operating 
personnel demanded our full 
attention. And, above all, we 


We turned the key 
within 24 months 


ensured maximum quality all the 
way to final commissioning. 


The Siemens knowhow in systems 
integration has now been 
strengthened further by forming a 
competence centre in Singapore to 
provide sales support, engineering 
and service for basic industries in 
the region. 


For further details contact 
Siemens (Pte) Ltd 

151 Lorong Chuan 03-01 

New Tech Park Singapore 1955 


or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems 
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HONG KONG 


Grassroots Movement 


‘United Ants’ tweak the political system 





By Louise do Rosario in Hong Kong 





n Chinese, the word "ant" consists of 
two characters. One means insect; the 
other, justice. For a political group in 
Hong Kong, the opportunity for wordplay 
proved too good to resist. The United Ants 
may be small in number — there are just 


13 of them — but that hasn't stopped them: 


from shouldering some weighty causes: 
democracy and human rights. 

"Yes, we are small, but we could also 
be powerful in promoting what we think 
is right,” says Ko Ping-chung, a founder 
Ant. "Remember, there is a Chinese saying 
that with enough ants, you can kill an ele- 
phant.” 

The Ants haven't hesitated to take on a 
few elephants since they banded together 
two years ago. They are suing the govern- 
ment, charging that Hong Kong's weighted 
electoral system violates the 1991 Bill of 
Rights. They pushed the limits of the judi- 
cial system in the process, by successfully 
applying for government aid to cover the 
costs of the court case. 

The Ants have been even-handed in 
their choice of targets, recently attacking 
the United Democrats, the most populist 
of Hong Kong’s established political par- 
ties. In full-page newspaper ads and on TV 
talk shows, the Ants accused the party of 
selling democracy short. Embarrassed (and 
more used to charges of being too radical), 
the Democrats mounted a vigorous de- 
fence. 

In the staid world of Hong Kong poli- 
tics, the Ants’ gadfly activism grabs head- 
lines. But does it make a difference? Most 
political observers think so. “The group is 
shaking up the mainstream democrats; it’s 
a different kind of pro-democracy voice,” 
says Fong So, managing editor of The Nine- 
ties, a monthly news magazine. 

Their emergence reflects “the growing 
pluralism of Hong Kong’s politics,” adds 
Tsang Shu-ki, an economics lecturer at 
Hong Kong Baptist College who's also a 
Beijing-appointed adviser to China. As es- 
tablished pro-democracy parties become 
“more institutionalised and detached from 
the masses, extra-parliamentary groups 
like the United Ants serve as watchdogs,” 
he says. 

The Ants started out as a loose group of 
like-minded friends who took part in occa- 
sional demonstrations and signature cam- 
paigns. They coalesced as the debate on 
political reform in the colony intensified, 
fuelled by Governor Chris Patten’s efforts 
to broaden popular representation in the 
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legislature ahead of Hong Kong’s 1997 
handover to China. A few members, in- 
cluding Ko, formerly belonged to Amnesty 
International, while others were baptised 
into politics by helping pro-democracy leg- 
islator Emily Lau to win her maiden elec- 
toral campaign in 1991. Lee Miu-ling, a 
United Ants member, is now Lau’s full- 
time assistant. 

The other Ants have jobs outside poli- 
tics — teachers, office workers, factory 
hands. Ko is a securities specialist. But 
when they attend rallies or hold press con- 
ferences, they often wear jeans, T-shirts and 
sneakers, looking more like students than 
middle-class professionals. 

Their methods are also firmly populist: 





Ko (fourth from left): beware, Ants at work. 
they take their message to the street. On a 
Sunday, they will typically set up a stall in 
a busy shopping district and hand out bal- 
loons to children who can answer simple 
questions about democracy. “In most cases, 
the parents provided the answers,” says 
Law Yuk-kai, a teacher. “Our purpose is 
civic education for all, adults and child- 
ren." 

The name United Ants was chosen not 
only for its double meaning, but also to 
snipe at the Chinese expression of ant-like 
citizens, meaning individuals who are 
powerless in the face of the state. “Some 
say we're teasing the United Democrats 
with a name so similar to theirs," adds Ko, 
without denying the charge. 

As organisations, though, the United 
Democrats and the United Ants couldn't 


FAR EASTERN ECONOMIC REVIEW 






be more different. The political party has 
official chapters all over Hong Kong; the 
Ants are so unstructured they have neither 
a chairman nor an official spokesman. "We 
could, if we wished, disband tomorrow," 
says Ko. They don't hold regular meetings, 
preferring to arrange their activities by 
phone or fax. Their campaigns rely more 
on legwork than money, and the funding 
they have comes out of their own pockets. 
"We've spent only HK$20,000 (US$2,560) 
so far,” says Ko. 

Both the Ants and the Democrats are 
trying to reform Hong Kong's electoral sys- 
tem, but the Ants argue that the Demo- 
crats are too willing to compromise with 
the status quo. The current system allots 
the bulk of Legislative Council (Legco) 
seats to representatives chosen by "func- 
tional constituencies" — narrow profes- 
sional groups such as lawyers, bankers and 
accountants. In their lawsuit against the 
government, the Ants argue that the sys- 
tem violates basic voting rights because it 
allows members of these groups to have 
two votes in legislative polls — 
one in their constituency, and 
one in their geographical district. 

It may be years before the 
case is resolved. While waiting, 
the Ants threw their weight be- 
hind a motion by legislator Lau 
to open all of Legco's 60 seats to 
direct elections — a proposal far 
more sweeping than the 20 pro- 
posed by Patten or the 30 pro- 
posed by the United Democrats. 
"The United Democrats couldn't 
explain to us why they were ask- 
ing for only 30 and not 60 di- 
rectly elected seats," says Ko. 
"They don't know what democ- 
racy is about." 

The night of Legco's land- 
mark debate on the political re- 
forms, several Ants settled into 
the public gallery carrying bot- 
tles of champagne, having come 
prepared for victory. In the early 
hours of July 30, Lau's amend- 
ment was defeated by a single vote. 
"Criminals of history!" Law shouted at the 
legislators, before he was ejected — sob- 
bing — by two guards. 

The activists insist they are undeterred 
by the setback, and will continue to press 
for greater democracy in Hong Kong. "We 
realise it's going to be a long-term strug- 
gle,” says Ko. 

But while challenging the British colo- 
nial administration takes faith, mounting a 
similar challenge to Hong Kong/s future 
Chinese Government could be folly. Do the 
Ants fear getting squashed after the 1997 
handover? "Nobody can predict what's 
going to happen. The Berlin Wall collapsed 
overnight,” Ko responds. “The more we do 
now, the better will be our chances of sur- 
vival in the future." ы 
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He transfers his money 


overseas. 


He's known throughout the 
Middle East. 
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for him is his golf partner. 
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CAMBODIA 


Murder With Impunity 


Government accused of covering up army crimes 





By Nate Thayer i in Phnom | Penh 


he confidential reports spoke for 

| themselves, or at least they should 

have. Senior military intelligence of- 

ficers have been directing a reign of terror 

in western Cambodia, murdering political 

opponents and systematically extorting 
wealth from merchants and villagers. 

Some of the victims were mutilated and 
then had body parts cooked and eaten by 
their captors, witnesses told investigators 
from the United Nations Centre for Hu- 
man Rights. Others lost limbs when forced 
to clear minefields. 

The confidential UN report, obtained by 
the REVIEW, is a litany of rape, torture, ab- 
duction and murder in western Cambodia 
starting before the country's UN-run elec- 
tions in May 1993 and continuing in the 
year afterwards. Some of the most serious 
findings were confirmed by the Cambo- 
dian Military Prosecutor's office, in another 
confidential report submitted to the gov- 
ernment. 

But despite the documentation, the 
Cambodian Government has publicly de- 
nied that the abuses were taking place. On 
July 22, a special investigative committee 
appointed by the two prime ministers said 
there was no credible evidence for the ex- 
istence of secret prisons and torture centres 
run by military intelligence. 

UN officials and human-rights activists 
accuse the government, which is seeking 
military aid from Western countries, of try- 
ing to cover up the army's abuses. "It's a 
whitewash," an international human-rights 
worker says about the July 22 report. 

Indeed, evidence of human-rights 
abuses may make the West less willing to 
d the Cambodian army, which is locked 

a low-intensity war against a resilient 
снна Rouge insurgency. The United 
States and Australia both said last month 
that they were considering such aid. 

The UN report says military intelligence 
units in Battambang province are ^making 
use of wide and uncontrolled powers they 
enjoy in the province to arrest, detain, in- 
terrogate, torture and execute to carry out, 
concurrently to their military intelligence 
work, more lucrative activities," such as 
robbery, kidnapping and extortion. 

"Suspected or real Khmer Rouge are 
robbed and executed, and the accusation 
of ‘Khmer Rouge’ justifies the elimination 
of well-off traders and merchants,” says the 
report, which was corroborated by the 
findings of international and Cambodian 
human-rights groups. Those abducted in- 
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cluded Buddhist monks, nuns and child- 
ren. Some victims were subjected to elec- 
tric shock under interrogation or raped re- 
peatedly. None was officially charged with 
a crime. 

“Both greed and political motivations 
inspire these activities,” the report says, 
adding that “the absence of any form of 
accountability, despite the awareness at the 
highest provincial echelons of these activi- 
ties, is an encouragement to these officers 
and their subordinates to continue.” 

The nefarious network first came to 
light in August 1992 when the UN Transi- 
tional Authority in Cambodia (Untac) 


Witnesses also reported “executors in 
Cheu Kmao ripping open the abdomen о! 
their victims to extract the liver and bile. 
The livers of the victims were then subse- 
quently fried or grilled and eaten by the 
soldiers," the report says. 

The documented killings at Cheu Kmao 
probably represent just the tip of the ice- 
berg, says the report, describing them as 

^nothing but yet another discovered island 
in the archipelago of criminal activities car- 
ried out by these soldiers in Battambang 
province." 

Prior to last year's election, UN investi- 
gators implicated S-91 officers in the mur- 
der of at least five activists from the oppo- 
sition Funcinpec party in Battambang. The 
accused were all members of the ruling 

Cambodian People's Party (CPr), the for- 
merly communist party installed in power 
by Vietnam in 1979, The CPP is now Fun- 
cinpec's junior partner in a coalition gov- 
ernment, but still effectively controls the 

















asked local authorities to close a secret de- 
tention centre it said was being used by an 
elite military intelligence unit designated 
5-91 for torture and summary executions. 

But one year later, nothing had 
changed, despite repeated pledges by pro- 
vincial and military authorities to close the 
facility, according to an August 1993 confi- 
dential Untac report obtained by the 
REVIEW. 

Because Untac was preparing to pull 
out of Cambodia at that point, after over- 
seeing the country's elections, “no action 
was taken against those responsible," the 
UN Centre for Human Rights says in its 
report, dated May 10, 1994. 

In one of the most serious abuses, mili- 
tary intelligence personnel executed at least 
35 prisoners at a secret detention centre in 
the Cheu Kmao district of Battambang be- 
tween July 1993 and May 1994, according 
to the UN Centre for Human Rights, citing 
extensive testimony from other prisoners 
as well as the chief executioner, who later 
fled. 
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army and most provincial administrations. 

The UN report, which was submitted to 
the leaders of the Phnom Penh govern- 
ment, pulls no punches in saying who was 
responsible for the political violence and 
criminal activity. Those directly implicated 
include Gen. Toat Theuan, chief-of-staff of 
the 5th Military Region comprising 
Battambang, Pursat and Banteay Mean- 
chey. 

Others named by the UN include Gen. 
Toan Saveth, the Defence Intelligence Bu- 
reau (S-91) official responsible for Bat- 
tambang, Banteay Meanchey and Siem 
Riep; his deputy Gen. Phal Prunh, head of 
Military Intelligence in Battambang; and 
Gen. Youn Youm, head of the Special In- 
telligence Battalion (G-2) in the 5th Mili- 
tary Region. 

"These individuals have been repeat- 
edly implicated by corroborating first-hand 
sources, thus establishing their direct re- 
sponsibility in these illegal detention and 
murders beyond a reasonable doubt," the 
UN report says. "There are also reasons to 
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believe that the highest political, military 
and police authorities in Battambang prov- 
ince are fully aware of these activities but 
have so far taken no serious step to make 
them stop or take sanctions against those 
responsible." 

Human-rights workers from the UN, 
Amnesty International and other groups 
were hoping the government would inter- 
vene, under the weight of mounting evi- 
dence, to halt the abuses. Instead, the July 
22 official report said government investi- 
gators had found no evidence of officially 
sanctioned human-rights abuses by mili- 
tary personnel in western Cambodia, and 
denied the existence of secret detention 
centres. 

“Concerning the information that there 
was a killing of 35 men who have been 
sent from S-91, this case has no witness nor 
evidence to confirm the story,” the govern- 
ment report says. The committee “is con- 
vinced that the ‘Cheu Kmao’ area cannot 
possibly be a secret detention centre.” 

But other documents obtained by the 
REVIEW indicate that the government must 
have been aware of the S-91’s abuses. The 
Military Prosecutor's office, in a confiden- 
tial report dated July 11, said its investiga- 
tion had determined that S-91 was in- 
volved in abductions, executions, cannibal- 
ism and the operation of at least two secret 
detention centres. 

“Over 60 victims are detained in that 
camp of Cheu Kmao . . . under the control 
of Phal Prunh, who is a lieutenant-general 
of S-91," the Military Prosecutor's report 
says. In another section, it asks the defence 


minister “to issue the order . . . to control 
and destroy immediately these two secret 
camps." 


Human-rights officials accuse the gov- 
ernment of a cover-up, saying the commit- 
tee's investigation team had full access to 
detailed evidence that intelligence units 
and other military personnel were respon- 
sible for widespread abuses in Battambang. 

For example, the armless, one-eyed 
Gen. Phal Prunh “has been repeatedly im- 
plicated, including by victims of extortion, 
relatives of victims of execution, as well as 


military personnel, as one of the top three | 


military officers in the province master- 
minding and directly running these crimi- 
nal activities,” the UN Centre for Human 
Rights says. "His name is well known in 
Battambang city and is associated to fear, 
brutality, ruthlessness, and mercilessness." 

"Villagers feel totally helpless as they 
see no recourse against official arbitrary 
violence and abuses," the UN report con- 
cludes. "Deprived of any means to seek 
justice, even when their children are taken 
away and being murdered, they swallow 
their anger and sadness, bow to the pow- 
ers that be, accept with resignation their 
fate and withdraw in silence, knowing after 
long years of oppressive experience that 
words can kill." a 
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BANGLADESH 


Fundamental Problem 


Religious right pushes for blasphemy law 





T he cries of Islamic fundamentalism 





are rising to a crescendo in Bangla- 
desh. On the other hand, secular 
voices haven't exactly been drowned out. 

Some 100,000 Islamic rightist demon- 
strators converged on Dhaka on July 29 in 
a show of strength. Brought together by an 
alliance of 13 extremist religious organisa- 
tions, the demonstrators demanded the 
enactment of a law against blasphemy and 
the punishment of author Taslima Nas- 
reen, who they allege had defamed the 
Koran. 

By then, Nasreen had been in hiding for 
almost two months, ever since she was 
quoted in Calcutta's Statesman newspaper 
as saying the Koran should be revised to 
suit the times. That quote 
— Nasreen called it a 
misquote — provoked 
death threats against her 
by the Muslim funda- 
mentalists. Though ini- 
tially the government 
stayed away from the 
controversy, it soon be- 
came embroiled in it 
when a Dhaka magis- 
trate issued a warrant for 
Nasreen’s arrest for “of- 
fending religious feel- 
ings.” 

While she was in hid- 
ing the European Union 
offered Nasreen sanctu- 
ary. But though it was 
widely believed that she 
had left the country, she 
appeared at the high 
court in Dhaka on August 3 to seek antici- 
patory bail. “I feared for my life and so I 
was in hiding,” she told the court. “I seek 
your protection.” 

That was forthcoming. Granting Nas- 
reen anticipatory bail, the high court also 
exempted her from having to appear in 
person before the trial court. She was al- 
lowed to be represented by her lawyers in- 
stead. The court also asked the government 
to provide Nasreen with adequate protec- 
tion. She was then taken under heavy po- 
lice escort to her apartment in the Shan- 
tinagar area of the capital. Later reports 
said she had gone into hiding once again. 

With that, another episode in the Nas- 
reen controversy had passed, but the story 
was far from over. The plot now hinges on 
the enactment — or not — of an anti-blas- 
phemy law by the ruling Bangladesh Na- 
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Nasreen: on bail. 


tionalist Party (BNP) government. The reli- 
gious groups behind the July 29 demon- 
stration have declared that they would 
launch a country-wide movement to oust 
the government if it does not give in to 
their demand. The main religious party in 
parliament, the Jamaat-e-Islami, submitted 
a bill for the purpose on July 26. 

For their part, secular forces are re- 
grouping to muster popular support 
against such a move. The United Cultural 
Alliance, a group formed prior to the 1990 
upsurge that deposed President H. M. 
Ershad, has become active in the fight 
against the anti-blasphemy law. The larg- 
est opposition party, the Awami League, 
strongly opposed such a law at an August 
2 public meeting in Dhaka. And Rashed 
Khan Menon, leader of the Left Democratic 
Front, declared: “If the 
BNP enacts the blas- 
phemy law, that would 
be its worst folly.” 

Sources within the 
ruling party are divided 
on whether it will suc- 
cumb to the fundamen- 
talists’ pressure. A cabi- 
net minister said it 
would not happen, but 
no BNP leader was will- 
ing to say that publicly. 
Attorney-General Amin- 
ul Huq, however, said: 
“There is no provision 
for a blasphemy law in 
Islamic jurisprudence . . . 
Islam is a religion of tol- 
erance and has no provi- 
sion for such harsh 
laws." Huq also pointed 
to the problems in Pakistan, where an anti- 
blasphemy law has been used as a weapon 
in personal vendettas. 

Matters have been complicated by the 
gridlock in Bangladesh's political life. The 
Awami League has been boycotting par- 
liament to press its demand that the next 
elections be held under a caretaker gov- 
ernment. The BNP refuses, saying there is 
no constitutional provision for such a 
move. To outflank the League, the BNP has 
been trying to mend fences with the other 
opposition parties. The two main ones are 
the Jatiya Party of deposed President 
Ershad and the Jamaat-e-Islami. The 
League has already aligned with the 
Jamaat against the government on the elec- 
tion issue. If the government too plays up 
to the Jamaat, the religious right would 
only be strengthened. п 
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Hong Kong. 


Alan Smith is chairman of Jardine Fleming Holdings, based in 


Hong Kong: A Place to ‘Trust’? 


ong Kong's undisputed success 
H since the end of World War II has 

been due to several factors: an en- 
ergetic and entrepreneurial workforce, 
economic cooperation from China, an ef- 
ficient and relatively corruption-free ad- 
ministration and — perhaps most impor- 
tant — an adherence to a policy of posi- 
tive non-interventionism. 

It may therefore come as a surprise to 
its admirers that one of Hong Kong's most 
influential bodies, the Securities and Fu- 
tures Commission (SFC), should propose 
that Hong Kong abandon the very poli- 
cies that brought about its success. 

These proposals target the way that 
international fund managers based in 
Hong Kong should be remunerated for 
their services. Specifically, the 5ЕС is seek- 
ing to ban the commission rebates some 
fund managers get from the brokerage 
firms through which they have bought or 
sold their stocks. In so doing, the SFC is 
seeking to overturn freely negotiated con- 
tracts and to substitute its judgment on 
what type of fees should be payable for 
those of both the contracting parties. 

This is not good news for Hong Kong. 
For one thing, the change will favour the 
growth of a foreign-dominated, soft-dol- 
lar lobby at the expense of locally estab- 
lished brokerage and fund-management 
companies. It will see Hong Kong move 
sharply out of step with all other markets 
in Asia, especially Tokyo and Singapore. 
And the purported advantage? That Hong 
Kong securities’ regulation will move 
closer to that of the U.S.! 

The unit trust, or mutual fund, busi- 
ness in Hong Kong enjoys free, active and 
extensive competition. In this competitive 
environment, any fund-management com- 
pany that feels that its charging system is 
more attractive to investors is free to ad- 
vertise that fact fairly. The market will 
then decide. This is the way Hong Kong 
works. 

The src, though, has decided that it 
knows better than the market: rebates are 
bad and should be banned, it says, but 
soft-dollar cash-equivalent payments are 
acceptable and will effectively be encour- 
aged. This is surprising, not least because 
rebates and the cash-equivalent soft-dol- 





By Alan Smith 





lar payments are fundamentally two sides 
of the same coin. It requires a measure of 
self-serving rhetoric to argue that there is 
a difference between (a) paying a fund- 
management company a brokerage rebate 
of US$1 million or (b) paying US$1 mil- 
lion worth of the bills that the fund-man- 
agement company would otherwise have 
had to pay. The bottom-line effect to the 
fund-management company is identical, 
and so is the impact on the investor. 

In fact, many in Asia will argue that 
softing is less fair and far less satisfactory 
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than rebates, which is why they are less 
prevalent in Asia than rebates. 

For one thing, to act as a soft-dollar 
house requires you to be a reasonably big 
brokerage with overseas offices. Second, 
the big softing houses are not, generally, 
members of the regional markets where 
they do business, which means that they 
cannot give immediate execution or re- 
ports. This less-than-satisfactory execution 
works against clients’ interests. Last, it is 
generally necessary to commit to under- 
take a specified minimum amount of busi- 
ness each year through a soft-dollar house: 
that is, you may need to pay US$4 million 
of commission to “earn,” say, US$2 mil- 
lion of soft commission. If, towards the 
end of the fiscal year, you have not paid 
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the agreed US$4 million, there must be 
greater pressure to effect transactions 
(“churning”) to honour the commitment. 

It is therefore hard to see why the SFC 
proposes to ban rebates and thereby en- 
courage the growth of softing. Logically, 
you ought to permit both to be subject to 
the same type of safeguards (which is 
what happens everywhere else in Asia), 
or ban them both (which would put Hong 
Kong out of step with not only Asia but 
also the rest of the world). 


erhaps the most startling point, 
p however, is that the SFC proposals 

are intended effectively to have a 
retrospective effect. Not only does it pro- 
pose that future contracts should be re- 
bate- or soft-dollar free, it is actually pro- 
posing that existing contracts voluntarily 
entered into, in many cases after exten- 
sive and prolonged negotiation, must be 
overturned. 

This runs completely counter to the 
basic but essential commercial principle 
which is respected wherever business 
thrives: pacta sunt servanda, or agreements 
must be honoured. 

If the SFC has success with altering ex- 
isting fund-management agreements, will 
the government then turn its attention to 
the rental market? If it thinks that present 
rents and management fees on flats in 
Hong Kong are too high and unfair to 
tenants, would it consider announcing 
that with effect from January 1, 1995, 
management fees could not be collected, 
notwithstanding that the lease agreement 
is to run for another two years? Not likely, 
but this is analogous to the SFC proposal 
on unit-trust fees. Not least of the ironies 
is that the SFC, which is opposed to trans- 
action fees, itself relies on these fees as a 
principal source of income. 

What the src apparently does not real- 
ise is that its proposals extend far beyond 
a simple administrative change and raise 
fundamental questions about Hong 
Kong's competitiveness. Surely what is 
best for Hong Kong in the future is what 
has proved so successful in the past: a 
system of positive non-interventionism 
where the government lets markets — not 
regulators — determine pricing. и 
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INDONESIA 


Hidden Currents 


Army brass keep an eye on new political alignments 





By John McBeth in Jakarta 
U nlike their Javanese counterparts, the 





Bataks of Sumatra are not prone to 

mincing their words. In that sense, 
Maj.-Gen. Sembiring Meliala remains true 
to his roots, saying out loud what many of 
his colleagues in the Indonesian Armed 
Forces (Abri) keep to themselves. Last No- 
vember, for example, Sembiring raised eye- 
brows around the country when he told 
the weekly DeTik that the military would 
never let a civilian become president. 

Now in the twilight of his career, the 
former deputy chairman of the military fac- 
tion in parliament is still shooting from the 
hip. In a wide-ranging interview, Sem- 
biring, 54, reinforced previous military 
criticism of the closure of the weeklies 
Tempo, Editor and DeTik. Tempo , in particu- 
lar, had highlighted a wrangle between 
Science and Technology Minister B. J. Ha- 
bibie, a confidante of President Suharto, 
and Finance Minister Marie Muhammad 
over the cost of purchasing and refurbish- 
ing 39 former East German warships 
bought by Indonesia. 

"Not only the armed forces, but every- 
body in Indonesia agrees that such a move 
is no more relevant to the present situa- 
tion,” Sembiring says about the closures. 
^When the students were shot dead in 
Tiananmen Square, the Chinese Govern- 
ment didn't shut down the press. But look 
at us. Just because of this [German ship 
deal], the government closes down three 
major magazines. Why should this hap- 
pen?" 

Predictably, Sembiring denies he was 
acting as the military's chosen spokesman 
in the now-famous DeTik interview, in 
which he dismissed the possibility of a ci- 
vilian president after Suharto. On that oc- 
casion Sembiring also belittled the political 
aspirations of Habibie and Information 
Minister Harmoko, the ruling Golkar par- 
ty's first non-military chairman. 

The general refuses to concede that his 
recent removal from parliament — along 
with 15 other military appointees — was a 
belated punishment for his outspokenness. 
But most analysts see it as further evidence 
of disturbances beneath the military's out- 
wardly calm exterior. As one observer puts 
it: "There are a lot of currents out there 
that just don't flow together." 

The mainstream military's concerns 
centre on Habibie and his relationship with 
the armed forces chief of staff, Gen. Feisal 
Tanjung, a 55-year-old Sumatran. Feisal 
appears to have won Suharto's confidence 
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since he was appointed to the post in May 
last year. The president recently accorded 
him an “indefinite” extension of his ten- 
ure, which could see him still in the cabi- 
net-level job during the March 1998 presi- 
dential election. 

Feisal is one of the few senior officers to 
have a long-standing association with Ha- 
bibie. Many of Feisal’s colleagues believe 
Habibie has tried to turn the controversial 
Association of Muslim Intellectuals (ICMI), 
which he chairs, into a vehicle for personal 
ambition. Since its birth in 1990 under Su- 
harto's patronage, the organisation’s mem- 
bership has grown to 20,000 card-carriers 
and an estimated 80,000 other supporters. 
Habibie denies that ICMI is being used for 











Suharto, backed by Feisal and others: top-level trust. 


political purposes. But that denial cuts lit- 
tle ice with a military deeply suspicious of 
any organisation with a religious or ethnic 
colouring. 

^What Abri will never forego is any- 
thing that affects four things — national 
unity and stability, the 1945 Constitution, 
Pancasila [the state ideology] and dwifungsi 
[dual function], which allows it a role in 
politics," says one analyst. “They represent 
the bottom line, and the military will come 
out in the open and act if it thinks there is 
a threat to any of these things." 

Senior military officers will no doubt 
welcome recent signs of discord within 
ICMI. Opposition United Development 
Party MP Sri-Bintang Pamungkas, an ICMI 
office-holder, has been especially critical of 
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the way he feels the body has departed 
from its prescribed role of improving the 
lives of poor Muslims. 

“ICMI has become too big and there are 
too many groups who want to further their 
interests," says one Indonesian political sci- 
entist. Pointing to those who have aligned 
themselves with the controversial minister, 
he asks: “Is Habibie using them or are they 
using Habibie to get the president's ear and 
to raise themselves in stature?" 

The presidential succession and the fu- 
ture of its role in political life remain the 
underlying causes of the military's unease. 
But there are other uncertainties as well. 
While many Asian nations rearm and 
modernise with everything from deep-pen- 
etration attack aircraft and long-range mis- 
siles to submarines, Indonesia's military 
brass have to contend with a declining abil- 
ity to project force and a stagnating budget. 

In a situation where national develop- 
ment is the priority, and where Habibie has 
the authority to ensure that the nature of 
military purchases fits in with his own hi- 
tech plans, Suharto provides 
scant comfort. During a re- 
cent address to 170 top com- 
manders, he stressed that 
funding for the services 
would continue to be scarce 
and that it would only be 
provided to maintain "the 
minimum necessary strength 
to defend national sover- 
eignty." 

That is already bare bones. 
At a combined total of 
282,000 army, navy and air 
force personnel, the Indone- 
sian military is the smallest 
per head of population of all 
the Asean states. And the de- 
fence budget, which has 
barely budged in the past 
three years, is by far the low- 
est as a percentage of overall 
public expenditure — only 
8.2%, compared with 10.9% 
in the Philippines and 24% in 
Singapore. 

A recent confidential report prepared 
for the Australian Government by its Ja- 
karta embassy warned that Indonesia may 
be unable to contribute to regional stability 
because of the increasing obsolescence of 
its equipment. In perhaps its most startling 
observation, the leaked report noted: 
" Abri's capacity to maintain internal secu- 
rity by use of its territorial apparatus re- 
mains strong, but its capacity for control- 
ling a generalised crisis which might arise 
over presidential succession has not im- 
proved and cannot be assured." 

Unwilling to challenge Suharto's seem- 
ingly open-ended tenure, the military now 
tries to ensure that it can influence the 
choice of a vice-president — and therefore 
his successor under the current transition- 
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ary mechanism that would click into gear 
in the event of the president's death. This 
became only too obvious in 1993, when 
Abri seemingly jumped the gun in endors- 
ing former armed forces chief Try Sutrisno 
before it was clear he was also the presi- 
dent's choice for the post. 

Despite all the nervousness, Sembiring 
is still convinced that if Suharto does retire 
in 1998, he will choose a military man to 
replace him. “I think that's a political fact," 
he says. "It is not as if we are only talking 
about the presidential position itself, we are 
also talking about other positions. In these 
times of uncertainty, the choice would be 
from the military because it retains the con- 
fidence of the people." 

Sembiring is also convinced a civilian 
cannot provide the same guarantee of se- 
curity as someone with a military back- 
ground in Indonesia, where even long-re- 
tired generals are still considered part of 
the family and have a persuasive influence 
on active-service thinking. "Suharto's main 
concern at the moment is to choose a suc- 
cessor who can protect his 


spected by his military and cabinet col- 
leagues alike, gets much of the credit for 
keeping things in line. "Edi doesn't fall into 
the trap of knee-jerking whenever anything 
happens," says the analyst. “It’s one rea- 
son why Abri's fears have been contained. 
He can handle himself in cabinet and he 
handles the Feisal question without any 
difficulty at all." 

While the dwifungsi principle has come 
under increasing domestic scrutiny, 
Sembiring casts it as an issue only foreign- 
ers can't understand. "Our concept is based 
on the principle of family . . . and it's diffi- 
cult for foreigners to understand this," he 
says. "From our point of view there is no 
problem between civilians and the military. 
It's total football. Anyone can take part and 
anyone can fill any position. The only prob- 
lem is, there is no fixed job description." 

Sembiring, for one, looks forward to the 
time when the military does not have to 
support Golkar. ^We all hope that the qua- 
lity of the elections will improve so Abri 
can take a position that is equal to that of 





family when he steps down," 
he says. 

What that does not pre- 
clude is a so-called Lee Kuan 
Yew scenario, under which 
Suharto declines to serve a 
seventh term but hand-picks 
à successor — perhaps even a 
civilian — and remains a 
powerful influence behind 
the scenes. Sembiring agrees 
that such a prospect cannot be 
ruled out, but in a Javanese 
historical context he clearly 
does not think that will hap- 
pen. 

Although the military may 
often speak in different and 
at times contrary voices, there 
is little evidence to suggest it 
is seriously divided in the 
manner that has led to up- 
heavals in the Thai or Phi- 
lippine armies. On funda- 
mental issues such as dwifungsi, the 
uniquely institutionalised concept that al- 
lows the military a say in political affairs, 
the generals quickly close ranks if they feel 
their interests are threatened. 

This also applies to the younger offic- 
ers, whose interest in greater professional- 
ism and a more open society is often erro- 
neously seen as a desire for the military to 
abandon its political role. In fact, they share 
much of the disquiet felt by their superiors 
at the way Suharto has sought to dilute 
Abri's power. "The lieutenant-colonels and 
colonels don't want to grow up in armed 
forces whose influence is declining," notes 
a Western analyst. “I think there is a cer- 
tain resentment that Feisal has not taken 
their concerns up to the president." 

Defence Minister Edi Sudradjat, re- 
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Sembiring: blunt analysis. 


ordinary citizens," he says. "But if we are 
ordered to, what can we do? The order 
doesn't come from the chief of staff, but 
from the president, who is convinced 
Golkar will always be the majority party." 

Despite talk of nationalist and Muslim 
camps, it is generally agreed that unity 
comes before anything else in a military 
nurtured on a bloody independence strug- 
gle and far-flung rebellions. It is also clear 
that the Pancasila ideology was formulated 
as a doctrinal bulwark against such divi- 
siveness and, more particularly, to prevent 
Indonesia from being transformed into an 
Islamic state. 

In its early years after independence 
there was friction between the 20-30 gradu- 
ates of the Dutch military academy, who 
took over senior staff positions, and the 
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commanders of regional units who had 
been trained by the Japanese. However, the 
declaration of martial law in 1957 and the 
growing strength of the Indonesian Com- 
munist Party provided a focal point 
around which the military developed into 
a significantly more cohesive force. 

When the so-called members of the 1949 
generation began retiring in the late 1970s 
and early 1980s, that trend continued. 
While the old generation had been very 
individualistic, as befitted their differing 
backgrounds, the new academy-trained of- 
ficers from the 1960s were imbued with a 
much greater sense of belonging than their 
predecessors. 

Harold Crouch, an Australian specialist 
on Indonesian affairs, says if factionalism 
is no stranger to Abri, the trials it endured 
between 1945 and 1965 have given it resili- 
ence. "They've experienced everything, so 
they have a good reason to hold together," 
Crouch asserts. "There is also a genuine 
fear that Indonesia could break up, like the 
Soviet Union and East Europe — and that's 
the last thing they want." 

Another important consideration is the 
patronage network most senior officers slot 
into on their retirement, and the financial 
and other benefits that accrue from the 
military's widespread commercial inter- 
ests, mostly in logging and property. These 
are estimated to amount to about half of 
the official budget appropriation, which is 
used predominantly to meet the payroll. 
Although as many as two thirds of the sen- 
ior officer corps is Javanese, there is little 
evidence of ethnic jealousies. Similarly, per- 
sonal ambition doesn't seem to have been 
a major factor either. 

"Abri tradition is different from, say, the 
Thai military,” Sembiring says. “Although 
we play politics, we are much more solid. 
Individual political roles are not so obvi- 
ous because we have adapted to the mili- 
tary doctrines of sapta marga (seven com- 
mandments) and sumpah prajurit (oath of 
allegiance), which are our code of ethics. If 
I were ambitious, I would always have to 
think over whether or not I had deviated 
or stepped too far," he says. "There is no 
deviation in Abri, especially for those still 
in active military service. Our tradition is 
to put unity first and not to walk alone." 
Sembiring says the Indonesians have 
learned from neighbouring countries that 
one coup often leads to other coups. “We 
realise it could have happened to us." 

Not everyone is quite so confident that 
personal ambition will always be con- 
tained. “It’s a question of balancing the 
military, and Suharto has always been 
there to ensure that balance is maintained," 
notes one Western military observer. “But 
to what extent that balance is self-sustain- 
ing, I don't know. That's why I think Indo- 
nesia's ability to manage a successful tran- 
sition is limited, and depends on Suharto 
passing on his mantle of authority." a 

AUGUST 


18, 1994 








HEEE JV 1= 2— NR 
| RRENCIES 264-267 e EURO CURRENCY DE" 

= Y BILLS 910 + CBT/CBE FUTURES 911-919 • 

| OSS RATES 258° LIFFE EURO DWXEU 998 - RRR RS 

—-— ANS SPOT/SWAP 3150 * WORLD FORWARD 

fer +! | ARTIST 2401 + SIMEX NIKKEI 6174 • SIMEXsg sg tch 




















ЕЕ УЯ FFE 


Markets... 
«Covering 


the 
World 








In 1990, Dow Jones created 
an unassailable presence in the 
global information marketplace 
with the acquisition of Telerate. 

Today, the companies and 
the names are complementary. 
Telerate is now Dow Jones 


Telerate. 


30 * WORLD FX RECAP 209-210 • ASIAN E 
ERVE FX RATES 144-145 * ТЕ 





= SPOT $ TRACKER 7779. 






il ECONOMIC CALENDAR 
YAL BK OF CANADA SP 
FRA 2998 • MMSI CURR 
1315 «MCMMONEYWATCH 
N/GFI FOREX WATCH 23028 
У WATCH 23300 • XX24 PF 


No other organisation offers 
customers the unparalleled 
resources of a premier business 
publisher in support of a leader 
in real-time financial data, 
analysis & commentary, and 


information management. 


Dow Jones télerate 


REGIONAL 





INDONESIA 


Star Quality 


A Suharto son-in-law rises rapidly through the ranks 


ig things are expected of Col. Pra- 
R bowo Subianto. The son-in-law of 

President Suharto and a group com- 
mander in the Indonesian Army’s elite 
Kopassus (special forces) Regiment, the 42- 
year-old colonel is already being tipped to 
attain general's rank within the next two 
years, a period in which Indonesia pre- 
pares for what may be major political 
changes in the decade ahead. 

With another Red Beret-trained relative, 
army commander and Suharto brother-in- 
law Gen. Wismoyo Arismunandar, 54, due 
to reach retirement age next February, 
Prabowo is seen to be emerging as what 
one military analyst calls the “future fam- 
ily guardian.” His next step up, according 
to most sources, is likely in a new round of 
promotions expected in the coming weeks. 

It is not clear whether Wismoyo will get 
an extension. That presidential prerogative 
has usually been reserved for the armed 
forces chief of staff. If Wismoyo does retire 
as scheduled, he is likely to be replaced by 
his deputy, Lieut.-Gen. Soerjadi, 52. In that 
case 4th Military Region chief Maj.-Gen. 
Soejono — a former presidential aide and 
son-in-law of Women's Affairs Minister 
Mien Sugandhi — is expected to take 
Soerjadi's job. 

The third child of leading economist 
Sumitro Djojohadikusumo, Prabowo stud- 
ied in England and the United States be- 
fore entering the military academy in the 
early 1970s. At the academy he had a repu- 
tation for rebelliousness. Still, his career 
prospects always looked good, and with 
his 1983 marriage to Suharto's second 
daughter, Siti Hedijanti Herijadhi, 35, it 
was clear his rise through the ranks would 
not go unnoticed. 

It doesn't hurt, of course, that the 
Djojohadikusumos have an impeccable 
pedigree. A close confidante of Suharto, 
father Sumitro was both trade and finance 
minister under President Sukarno. Later, 
after a falling-out with Sukarno, Sumitro 
spent 10 years in self-exile abroad, but re- 
turned in 1968 to hold the portfolios of 
trade and research in the early years of the 
Suharto administration. At 77, he contin- 
ues to run a consulting company. 

Prabowo's brother is respected busi- 
nessman Hashim Djojohadikusumo, 
whose interests extend from cement (Se- 
men Cibinong) to major "clean" coal de- 
posits in Kalimantan (Adara) and even 
counter-trade with states of the former So- 
viet Union. He is also the sole Indonesian 
partner in an international consortium that 
has been contracted to build the US$2.4 bil- 
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lion Paiton private power station on the 
East Java coast. 

One of the two daughters in the family 
is married to Bank Indonesia Governor 
Sudradjad Djiwandono. The other is the 
wife of a French executive working for an 
Indonesian business group. Prabowo's 
wife, Siti Hedijanti Prabowo, better known 
as Titik, maintains a lower profile than 
older sister Tutut. An economics graduate, 
Titik is the major shareholder in the Daya 
Tata Matra (Datam) group. It got its start 
as a distributor for the state-run Pertamina 
oil company, but has now got into banking 
and financial services. 

It is understood Siti Hedijanti played a 
middleman’s role in Merrill Lynch's suc- 
cessful bid to act as lead underwriter for 
October's public issue on the New York 


Prabowo: capable and connected. 


Stock Exchange of state-run telecommuni- 
cations giant Indosat. Soon after that deci- 
sion was made known, the American bro- 
kerage firm entered into a joint-venture 
deal with Hashim's Tirtamas Majutuma 
holding company to open a securities com- 
pany in Jakarta. 

It is not, however, a new relationship. 
Merrill Lynch was involved in the 1990 and 
1993 public offerings of Semen Cibinong, 
Indonesia's third-largest cement maker af- 
ter Indocement and Semen Gresik. It also 
managed the sale of ITT's interest in Indosat 
to the Indonesian Government in 1981. 

"The Djojohadikusumos are genuinely 
capable people," says one business analyst 
who has closely followed their respective 
careers. "They're the real thing. They are 
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people of ability and ambition. They’re go- 
ing to be controversial because of their con- 
nections, but while that doesn’t hurt their 
prospects, it really doesn’t explain all their 
success either.” 

There is no doubt Prabowo takes his 
profession seriously, with most of his now- 
blossoming career spent in Kopassus — the 
service that in the past has been synony- 
mous with rapid promotion. His military 
training has taken him to Australia and 
West Germany and also includes courses 
in special warfare tactics in the U.S. 

At different points in the early 1980s, 
Prabowo served his first tour in East Timor 
with Kopassus, and was also a member of 
Detachment 81, the unit’s crack anti-terror- 
ist squad. He was attached to an army in- 
fantry battalion in 1985-86. From 1988-89 
he was commander of the East Timor- 
based 328th Battalion, part of the Strategic 
Command Reserve, which Suharto headed 
in putting down the communist-backed 
coup of 1965. 

Prabowo was promoted to full colonel 
in 1992, and less than a year later became 
commander of the Bandung-based Ko- 
passus Group 3, which doubles as the spe- 
cial forces training centre. 

Analysts say Prabowo is likely to be 
appointed deputy commander of the regi- 
ment when the new round of promotions 
is announced. Under those changes, 
Kopassus commander Brig.-Gen. Agum 
Gumelar is slated to become 1st Military 
Region (Medan) chief of staff. That move is 
not seen to be altogether career-enhancing, 
even if Agum will form a strong partner- 
ship with regional commander and former 
presidential security squad chief Brig.-Gen. 
Pranowo. 

Like Kopassus commanders before him, 
Agum previously held the concurrent post 
of head of the domestic affairs directorate 
at the Badan Intelijen Strategis Abri, or 
Strategic Intelligence Agency. That politi- 
cally sensitive linkage was broken, how- 
ever, with the agency’s reorganisation early 
this year into the Badan Intelijen Abri and 
the redefinition of some of its functions. 

The new Kopassus commander is ex- 
pected to be Col. Sutiyoso, the Bogor pro- 
vincial commander and one of the top 
achievers in the 1970 academy class. An- 
other 1970 graduate, Brig.-Gen. Subagio, is 
likely to be the first to assume a regional 
command, while a third member, East 
Timor commander Col. Jhony Lumintang, 
is widely tipped to be the new chief of staff 
of the Bali-based 9th Regional Command. 

Although Prabowo is described as ener- 
getic and capable by those who know him, 
military observers say he clearly has more 
power than his current position would sug- 
gest. It is something that may not always 
endear him to some of his colleagues. But 
as one Indonesian military affairs specialist 
says, "from now on, everything is possi- 
ble" for Prabowo. m John McBeth 
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China Tightens the Noose 





But isolation of Taiwan may well backfire on Beijing 


joint communique to ^normalise" their rela- 

tions. Gigantic China, with a population of 
1.2 billion, and tiny Latvia, with only 2.6 million 
people, promised to respect each other's sover- 
eignty and not to interfere in each other's internal 
affairs. 

The agreement marked the culmination of two- 
and-a-half years of efforts by Beijing to woo Latvia 
away from Taiwan, with which the Baltic nation 
established consular ties in early 1992. Under the 
new agreement, China promises to help Latvia 
develop its economy. Latvia, on its part, agreed to 
end its consular relations with Taiwan. 

That same week, a newspaper article in Tai- 
wan reported that Taipei was planning to apply 
for observer status with the United Nations. Chi- 
nas ambassador to the UN immediately went to 
see Secretary-General Boutros Boutros-Ghali, who 
agreed not to consider any such request from Tai- 
wan. 

And in Australia the following week, China 
objected when four island-nations wanted to meet 
with Taiwanese officials in the aftermath of the 
25th South Pacific Forum. Most of these island- 
nations recognise Beijing, and they met with Chi- 
nese officials after the forum. But when it became 
known that the four that recognise Taipei planned 
to hold a dialogue with the Taiwanese in Bris- 
bane, China protested vociferously. 

Day and night, in all parts of the world, Chi- 
nese diplomats are busily working to isolate Tai- 
wan diplomatically. China is opposed to any coun- 
try establishing diplomatic ties with Taiwan, on 
the ground that the island is not a country, merely 
a Chinese province. China is even more opposed 
to any effort by any country, such as Latvia, to try 
to have ties with both Beijing and Taipei, since 
that would be tantamount to recognising "two 
Chinas" or, worse, "one China, one Taiwan." 

Yet in its bid to oppose "two Chi- 
nas,” Beijing may unwittingly be 
strengthening sentiment in favour of 
“one China, one Taiwan,” especially 
in Taiwan itself. While the Kuo- 
mintang (KMT) government continues 
to pay lip service to the concept of one 
China, the opposition Democratic Pro- 
gressive Party (DPP) points to China’s 
unceasing efforts to isolate Taiwan in- 
ternationally and asks why Taiwan 
should still want to be part of China. 
Electoral support for the DPP, which 
unabashedly calls for an independent 
Taiwan, separate from China, has been 
increasing year by year. 

АП this puts KMT officials in a di- 
lemma. They want to adhere to the 
one-China policy, but find it more and 
more difficult to defend this stance in 
the face of Beijing's growing success 
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in isolating Taiwan. 

The man whose task it is to oversee Taiwan's 
diplomatic ties, Foreign Minister Fredrick Chien, 
has a difficult job. He has seen the number of coun- 
tries that recognise Taiwan dwindle to 29, the larg- 
est of which is South Africa. Most are tiny nations 
of little political or economic significance. 

And yet, Chien told a visitor, "The PRC [Peo- 
ple's Republic of China] operates in every one of 
the 29 countries," trying to lure them away from 
Taiwan. “They are playing exactly into the hands 
of our opposition party. What they are doing is to 
demonstrate to our population here that the only 
way is to cut off our last linkage with the main- 
land." 

Why, he wonders out loud, is Beijing doing 
this? He thinks the reason may lie in China's 
stated position of favouring peaceful reunification 
with Taiwan, while reserving the right to use 
military force. Such an option, Beijing says, would 
be exercised if Taiwan moves towards indepen- 
dence. Chien thinks that Beijing actually wants to 
push Taiwan towards a formal declaration of in- 
dependence. "One reason, I think, PRC is push- 
ing us that hard is that they are trying to find an 
excuse to literally use military force to ‘liberate’ 
Taiwan," says Chien. "This is the only rationale I 
can find." 


ven if China is not doing so on purpose, it is 
Е: that its tactics are strengthening sup- 

port for the very cause to which it is most 
opposed: Taiwanese independence. Beijing denies 
it is pushing Taiwan to the wall and says it is not 
opposed to Taiwan having economic relations with 
other countries. That is why it has agreed to mem- 
bership for Taiwan in the Asia-Pacific Economic 
Cooperation forum, where Taiwan is regarded not 
as a country but as an economy. 

Can Taiwan survive simply as an economy — 
as Taiwan, Inc. — recognised by no government? 
Chien is reluctant to answer. "I would not want to 
speculate," he answers. 

But the answer must be no. What would be the 
identity of a government recognised by no one? 
What would be the identity of the citizens who 
live in Taiwan? When they travel abroad, what 
would they say when people ask where they are 
from? They will have to respond: "I am from Tai- 
wan, which is an economy, not a country." 

Long before things developed to such a pass, 
the KMT government would have been overthrown. 
No government can have the respect of its people 
when these same people know that it is not re- 
spected by any other government in the world. 
Long before Beijing succeeds in completely tight- 
ening the diplomatic noose around Taiwan, the 
KMT would either have declared Taiwan indepen- 
dent, or been replaced by a party that would. And 
then, perhaps, Chien's sad suspicions may be con- 
firmed. п 
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Can you meet peak In Sweden power cascades freely down the 


loads in Ger many with mountains, while Germany's power potential 


electr icity from lies in the ground as fossil fuel. ABB linked 


a Swedish water fall? these resources by laying a single submarine 


Yes, you can. 


ABB Holding Ltd., Reader Services Center, G.PO. Вох 448, Hong Kong 


cable beneath the Baltic Sea. Now Sweden’s abundant hydropower 
feeds the Gétman electricity grid, and the two countries can exchange 
electricity to offset peak loads at different times. ABB pioneered the 
transmission of High Voltage Direct Current (HVDC), which can 
shift huge amounts of power, reducing electrical transmission losses 
by 1/3, across vast distances. HVDC is the key which can unlock 
the massive environmental benefits of renewable, non-polluting 
hydropower to replace dwindling fossil fuel resources. 

As a leader in electrical engineering for power generation, transmission 
and distribution, in industry and transportation, ABB is committed to 
industrial and ecological efficiency жопе; We transfer know-how 
across borders with ease. But in each country, ABB local operations 
are decentralized and flexible. That means we are close at hand to 
help our customers respond swiftly and surely to technological 


challenges which stretch the limits of the possible. 











TRAVELLERS' TALES 





NEITHER HAIR NOR THERE: A major 
debate has been raging in Nakhon 
Phanom, Thailand: is a wig a hat? It 
started when three Members of Parlia- 
ment made a fiendish bid to make 
trouble for bald, bewigged local politician 
Prasong Boonpong, of the New Aspira- 
tion party. 

The MPs said he violated a “no-hats” 
rule by covering his egg-like dome with a 
hairpiece. Article 22 of the Electoral Law 
indicates that hats should not be worn in 
official photographs of candidates, they 
said. They then thrust forward a 1982 dic- 
tionary which defines "hat" as: "Head- 
wear in different shapes for decoration." 

One of the critics, Chaowarin Latt- 
hasaksiri of the Chart Thai party, said a 
lawsuit was being filed against the bald 
politician. However, Chaowarin's "hairist" 
stance revealed itself when he criticised 
wig-wearing ministers in general in front 
of reporters. "With a wig, they look better 
than me. I will take action on the issue,” 
he told the scribe from the Nation. "These 
bald MPs are not as handsome as I am. I 
will soon pull their wigs off,” he thun- 
dered to the reporter from the Bangkok 
Post. 

I reckon Chaowarin should have his 
hairs plucked out singly with tweezers — 
speaking as a completely impartial com- 
mentator. 
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LOAD OF RUBBISH: Picked up this card 
showing the speciality of the day at the 
Ramada Pearl Hotel in Guangzhou the 
other day. I don't know why the manage- 
ment are so self-deprecating. The fish was 
really not that bad. 





ELBOW TREATMENT: Christine Pem- 
berton of New Delhi tells us that sexolo- 
gist Dr. Vasdev Abbot of Bombay used to 
advertise that he gave "Suggestive advice 
on male and female problems." 

I cannot help but wonder what "sug- 
gestive advice" is. 

"Well, Mr. Patel, if you want my pro- 
fessional opinion, I think you should 
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nudge-nudge, wink-wink, know what I 
mean, gettit, woooof-wooooof?!" 





HEAD CASES: I was amazed to read in 
the Sunday Independent of London recently 
that Japanese-style bowing is dangerous. 
And I don't mean just painfully cracking 
your nut against someone else's. Between 
1988 and 1993, 24 polite Tokyo citizens 
have been killed or seriously injured while 
greeting each other. Some nudged each 
other under trains, others lost balance on 
escalators, and some caught their heads 
in revolving doors. 








CHICKEN LITTLE INC: It's been raining 
like Noah's deluge in Hong Kong recently, 
so Chin-huai Chuah of Deepwater Bay 
was gratified to find a "Sky Waterproofer" 
working nearby. Actually, there were 
times you could have renamed the whole 
territory "Deepwater Bay." 





KIMMEDIA DELL'ARTE: Several people 
have commented lately about how hard 
it must be for Kim Jong-Il, а man reputed 
to have dissolute habits, to get down to 
the hard work of being a card-carrying 
Iron-Fisted Communist Despot. Awkward 
conversations must be taking place in 


Pyongyang: 





Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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Aide: New Great Leader, the Minister 
of Information tells me you asked him to 
transfer all your paperwork to video. 

Kim Jong-Il: Yeah, well, it's still pretty 
boring. АП talking heads of generals gas- 
sing on about dad's policies. I watched it 
on fast forward, if you must know. 

Aide: How are the statues coming 
along? 

Kim Jong-Il: Disaster. I posed for hours. 
The sculptors can't get the bouffant effect 
of my hair. They make my hair look like 
a helmet. I’m not having those up in the 
city squares, no way. 

Aide: Oh dear. And the writing? You're 
expected to produce several volumes of 
Sayings of the New Great Leader, you know. 

Kim Jong-Il: Yeah, yeah. But you know 
what it's like. I set aside some time, then 
go for an orgy and before you know it 
the whole afternoon's gone. 


YOU HAVE NO REASON — T Ó TRY OUR RESTAURANT. | 


TRUE TO FORM: One really has to ap- 
plaud the honesty of staff at the Arcadia 
Hotel in Jakarta. Their slogan, sent to me 
by Andreas Ulrich, is one of the most re- 
freshingly honest I have ever seen. 
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A FAMILY AFFAIR: I cannot help but 
wonder what is meant by the delicate little 
phrase at the bottom of this sign post in 
Hanoi, snapped by David Boehm of Hong 
Kong. 

Are they offering their cousins, aunts, 
and so on, as potential friends? n 
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‘COUNT ON ІТ? visite source of basic 
chemicals. Why?” 


“You'll get what you order. Count 
on it. We have multi анз acilities, 
state-of- -the-art tec 
we're right at the source." 


When we first entered the petro- 
chemical business, we established our 
marketing objectives for the long-term. 
We knew you wanted fast, reliable 
delivery of consistently high quality 
product, worldwide. And since we began 
manufacturing in 1983, we've proved 
we can deliver, time and time again. 


That's what you can count on. We're at 
the feedstock source, so supply is 
assured. We've built multiple facilities 
for most products, including three 
each for ethylene and methanol, and 
we've recently added a flexible feedstock 
cracker, for good measure. We've used 
the latest proven technology everywhere, 
to provide the highest consistency. 


Customers in many countries count 
on us daily. And we have many 
distribution centres around the world 
to help speed our products directly 
to you. 


If you're interested in a long-term 
relationship — or a short-term test, 
we'd be happy to hear from you. 


SABIC% 
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SABIC 
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Riyadh 11422 

Saudi Arabia 

Telephone (966-1) 401-2033 
Telex 401177 SABIC SJ 

Fax (966-1) 401-2045/401-3831 


SABIC Marketing Asia Ltd. 
Suite 1204-8, Two Pacific Place 
88 Queensway 

Hong Kong 

Telephone (00852) 524-6161 
Telex 76973 SABMRK HX 
Fax (00852) 868-0131 
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First-graders at Hanoi's experimental elementary school. 


EDUCATION 


Vietnam's Learning Curve 


Dwindling subsidies squeeze teachers and parents 





By Ashley S. Pettus 





t 4:00 every weekday afternoon, 
A Miss Ha anxiously awaits the final 

bell that will dismiss her third- 
grade students. She has less than 30 min- 
utes to cycle across Hanoi to her appoint- 
ment: an English-language class that costs 
nearly half of her teacher's salary. "If I 
don't learn English quickly," she explains, 
"I may not be able to keep my job." 

Miss Ha has taught Russian for more 
than 10 years. But next year, her school 
will cut Russian from the curriculum. Al- 
though her English is still poor, she re- 
cently landed a night job teaching Eng- 
lish to teenagers. “I know my English isn't 
good enough," she admits, embarrassed, 
"but I really need the money and every- 
one is looking for teachers." 

Miss Ha's plight reflects the declining 
quality of Vietnamese education in the 
wake of market reforms. Economic liber- 
alisation policies — or doi moi — begun 
in 1986 have breathed new life into Viet- 
nam's once-moribund economy. But they 
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have put the squeeze on social services 
such as health care and schooling. Declin- 
ing state subsidies, rising living costs, and 
the demand for new skills have forced 
Vietnamese to rely on their own efforts 
and money to ensure their children get 
the education they need. 

In the past eight years, Vietnam's eco- 
nomic growth has outpaced growth in tax 
revenues. Private-sector development, it 
seems, has created new incentives and op- 
portunities for tax evasion. This inability 
to collect increased tax dollars has left edu- 
cation hanging by a thread: Funds for 
teacher salaries and student scholarships 
barely cover the cost of living. And there 
is little money left to upgrade decrepit 
schools. The most talented young people 
are turning their backs on teacher-train- 
ing institutes. The teaching profession — 
which once enjoyed high prestige — just 
doesn’t pay enough. 

The impact of bud getary shortages has 
been compounded by Vietnam’s new cli- 
mate of economic opportunity. Those who 
might otherwise have stayed in school are 
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quitting to go to work. In rural areas, agri- 
cultural cooperatives have given way to 
a more market-oriented, household-based 
contract system. This gives parents strong 
incentives to keep at least one child home 
from school, usually a girl, to help culti- 
vate the family plot. A third-grade teacher 
in northern Bac Thai province explains 
why she often sees the same faces in her 
class, year after year. 

"They are never in school long enough 
to complete the course work," she says. 
"Parents decide it's not worth it." 

In cities, school attendance is consid- 
erably higher. But economic reform has 
triggered a proliferation of consumer 
goods, fuelling a sharp increase in con- 
sumerism among young people. Lured by 
the hope of immediate employment, many 
teenagers from low-income families drop 
out of high school. 

Escalating school fees also put pres- 
sure on parents to take their children out 
of school. Primary education is officially 
free to all Vietnamese; currently, some 9.72 
million children are enrolled. In recent 


AUGUST 18, 1994 


——— P ——á — —Ó———— ——— —— 


years, however, insufficient government 
funding has prompted individual schools 
to offset costs with parents’ “contribu- 
tions." Schools regularly ask families to 
pay monthly fees for building repairs, 
classroom supplies or teacher awards. 
Their contributions may amount to as lit- 
tle as 50 U.S. cents or as much as US$5 a 
month, more than many families can af- 
ford. 

Hardship in Vietnam's schools has also 
triggered new kinds of informal payment 
schemes. Parents now subsidise teachers' 
state salaries with monetary "gifts" in a 
tribute system that few dare ignore. Ur- 
ban teachers have come to depend on 
these direct contributions. Without them, 
many would have to take on demeaning 
jobs as food or trinket vendors. 

In cities like Hanoi, Haiphong and Ho 
Chi Minh City, teachers now conduct "ex- 
tra study" classes — known as hoc them 
— for which parents must pay. Parents 
view these classes as mandatory, even 
though they are organised after hours. 

"Everyone knows that the teacher 
saves the important lessons for the hoc 
them classes," says one Hanoi mother 
cynically. “Even the top students attend." 
If a pupil skips the class, his parents will 
usually pay up, anyway. Otherwise, they 
fear, he will receive a poor grade. 

There is an irony in parents' willing- 
ness to shoulder the growing financial 
burden of education, though. Most Viet- 
namese agree that the knowledge acquired 
in school today doesn't prepare students 
for the workplace. "Our education sys- 
tem is way behind the needs of the soci- 
ety," explains a Vietnamese scholar of edu- 
cation. "It still operates according to the 
rules and ideas of the past. Obedience and 
control are still more important than crea- 
tivity or problem-solving." 

Changing Vietnam's education system 
is a tall order, given its history. Commu- 
nists declared free, state-funded education 
as a key tenet of their policy when the 
country won independence from France 
in 1954. Schooling was to be "for the peo- 
ple and by the people," the foundation 
for a modern nation, and the training 
ground for “the new socialist man.” As a 
result, Vietnam's current literacy rate — 
88% — is among the world's highest. 

Despite these socialist ideals, Vietnam- 
ese education continues to bear the mark 
of a Chinese, and specifically Confucian, 
cultural heritage. It stresses hierarchy and 
formalism, contributing to a learning en- 
vironment that stifles individual expres- 
sion. Students must defer to teachers' au- 
thority, and memorise written texts. 

As education officials work their way 
up the learning curve, however, change 
is certain. Several recent government con- 
ferences have expressed an interest in the 
"needs of the individual student." 

Pressured to compete with its Asean 
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neighbours, the Vietnamese Government 
has recently taken steps to forge stronger 
links between schools and industry. To 
that end, the Ministry of Education plans 
to include a mandatory vocational com- 
ponent in all high schools. And primary 
and secondary school teachers now re- 
ceive a higher level of training. Some 
teachers are even visiting richer Asian 
centres such as Singapore to be trained in 
much-needed subjects like English and 
computer science. 

Vietnamese quietly applaud these ef- 
forts. But they still face the immediate 
challenge of educating their children. Un- 
willing to wait for official goals to be re- 
alised, parents are finding their own so- 
lutions. The rapid growth of for-profit af- 
ter-school classes is only one example of 
the trend towards unofficial privatisation 
in Vietnam’s schools. As state guarantees 
erode, people with new ideas about teach- 


Students leave a Hanoi high school. 


ing are stepping in to meet parents’ de- 
mands. 

“1 opened this school to provide an al- 
ternative for students who are serious 
about their studies," explains Van Nhu 
Cuong, the principal of one of Hanoi's 
new "people-founded" schools. "I was 
dismayed by the poor quality of educa- 
tion in our country and I wanted to start 
a school with high educational standards." 

Located near Hanoi University, the 
Luong The Vinh school admits only stu- 
dents who have scored high marks on 
their secondary-school entrance exams. 
Tuition fees are higher than state high 
schools — about US$5 a month versus 
Dong 9,000, or about 80 U.S. cents. 

But some view it as a bargain. As one 
12th grader notes, his parents wind up 
saving money because they don't have to 
pay for extra classes. The school uses the 
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tuition fees to pay higher salaries, attract- 
ing better-qualified staff. АП of its teach- 
ers hold advanced degrees and some are 
even professors. 

Hanoi has seen a proliferation of these 
people-founded schools. Technically, they 
are not private; the founders must be af- 
filiated with a government office, and the 
state rents out all classroom space. But 
they do enjoy the freedom to charge tui- 
tion and, more importantly, to hire the 
best teachers. And that's the main draw 
for students' from wealthier families. 

“By meeting the educational needs of 
those who can afford to pay," the direc- 
tor of another school says, “we are ena- 
bling the government to direct its funds 
to poorer areas." His school is the first of 
its kind, catering to "misbehaved chil- 
dren" from well-off families. Expelled 
from regular schools, the director says 
they "are at risk of being lured into delin- 
quency by the bad influences of modern 
city life." 


or Hanoi's burgeoning middle class, 
à greater choice of schools provides 


new strategies for success — and 
new ways to distinguish themselves as 
modern and cosmopolitan. One "experi- 
mental" elementary school specialises in 
Western-style teaching methods that em- 
phasise the child's creative development. 

Urban professionals, intellectuals and 
high-level civil servants who want to pre- 
pare their children for a more competi- 
tive future are flocking to sign them up. 
A father who works for a political-science 
publishing house feels modern teaching 
methods are long overdue. He adds: "I 
want my daughter to learn to think for 
herself and not to fear authority." 

The introduction of these diverse teach- 
ing methods is, however, creating a strati- 
fied educational system. More prosperous 
Vietnamese continue to pay their own 
way. But huge gaps in educational op- 
portunities and facilities are growing be- 
tween regions, provinces and even neigh- 
bourhoods. The widest split lies between 
cities and the deeply impoverished coun- 
tryside. Some 80% of the population still 
lives in rural areas, where there are too 
few resources to provide English centres, 
extra study classes and educational alter- 
natives available in the cities. 

Without a wholesale restructuring of 
the education system, these inequalities 
aren't likely to go away. The system's fu- 
ture will depend on how Vietnam resolves 
the relationship between the state and so- 
ciety — and whether the country succeeds 
in forming a national education policy that 
can harness the human and intellectual 
potential of its people. a 


Ashley S. Pettus is a University of California 
doctoral candidate who is doing research on 
educational issues in Hanoi. 
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House church in China: ideology and individualism. 


The Cross and the Rice Bowl 





Protestantism in Contemporary China 

by Alan Hunter and Kim-Kwong Chan. 
Cambridge University Press, The Edinburgh Building, 
Cambridge, U.K. £35. 





At a time when China is again dem- 
onstrating that it has no intention of con- 
fusing industrial development with the 
Enlightenment legacy of democracy and 
human rights, this new study of the 
religion most associated with both is 
timely. It is disappointing, therefore, that 
the authors, Alan Hunter and Kim- 
Kwong Chan of Leeds University, dismiss 
lightly the connection between Protestant- 
ism and capitalism as a notion confined 
by sociologists to the dustbin of history. 
Pity Max Weber, dispossessed by his own 
heirs! 

Despite the largely anecdotal nature of 
their research, the authors convincingly 
show that the "fever" for Protestantism 
in China is running hotter than for other 
religions. But that this was contempora- 
neous with the sudden burst of market- 
based economic activity in the mid-1980s 
is for them coincidental. Instead, Hunter 
and Chan seek explanations in less ab- 
stract pastures, pointing to the informal 
structure of Protestant organisation as the 
main factor in the resurgence of the reli- 
gion during the loosening of party and 
government control after 1979. 

The two other main contenders, Ca- 
tholicism and Buddhism, have been seri- 
ously hampered by the destruction of, 
respectively, their priestly and monastic 
communities. But Protestant groups, with 
their belief in the ability of the individual 
to approach God through self-study of the 
Bible, have been able to recover more 
quickly ground lost during the ravages of 
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the post-1949 era, building a corpus of 
believers estimated at 3 million souls. 

Yet if in one sense this flexibility, which 
allows the Protestant religion to retain and 
attract converts, is a strength, it is also a 
weakness. The authors take pains to as- 
sure readers that many of the conversions 
to Protestantism are deep and abiding 
commitments to the Christian religion. But 
time and again, testimony to an extremely 
pragmatic attitude, so deep-rooted in Chi- 
nese culture, comes to the fore. 

Healing and wealth in response to 
petitionary prayer are seen as signs that 
the religion ^works," and glossolalia and 
other forms of charismatic and “magical” 
worship are a particular feature of the 
Chinese response to the Protestant 
“word.” As the authors say: “Questions 
which may pre-occupy a Western Chris- 
tian mind, such as the final judgment or 
the meaning of life, seem remote to many 
Chinese believers. Very few become con- 
verted after thinking about such ques- 
tions.” 

In an era when the Chinese Govern- 
ment is promoting health and wealth, it 
is not surprising that Protestantism should 
hold more allure than Catholicism or Bud- 
dhism, with their central message of tran- 
scending the material world. The authors 
show that while Protestantism has 
achieved its remarkable growth largely in 
the wealthier South and among urban 
communities, Catholics, largely in com- 
munities that had held on to their faith in 
spite of severe repression by the commu- 
nist party, are found mainly in the North 
and among the rural poor. All the more 
curious that the authors shy away from 
drawing a connection between the ideol- 
ogy of the free market and that of the free 
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individual conscience. 

This major quirk aside, Protestantism 
in Contemporary China is a valuable source 
for anyone interested in the subject of re- 
ligion, and even of unofficial ideology, in 
China. For the authors are correct in stat- 
ing that the rise of Protestantism, like that 
of other religions and cults (including 
those surrounding Coca-Cola, Gucci et al), 
is a manifestation of the weakening of 
state power. 

Indeed, some observers feel that China 
today is on the verge of a crisis resem- 
bling the late 19th-century Taiping rebel- 
lion, when Hong Xiuquan, claiming to be 
the younger brother of Jesus Christ, as- 
sembled a massive army of discontented 
boatmen and peasants, and drove north 
from Fujian to battle the imperial armies. 
(Clearly, Hong was not a Catholic, but 
was he a Protestant?) 

Hunter and Kwong are more sober in 
their assessment, but the battle between 
"church" and state will undoubtedly grow 
more tense as China witnesses "the 
growth of individualism and the collapse 
of collective controls." “Chinese Protes- 
tantism" (sounds suspiciously like “social- 
ism with Chinese characteristics") is, they 
conclude, "an established force." 

m Bradley Winterton 


Bradley Winterton is a writer based in Hong 
Kong. 





By the Brush 


The Painter's Practice: How Artists Lived 
and Worked in Traditional China 

by James Cahill. 

Columbia University Press, 562 W. 113 St., 

New York, NY. US$37.50. 








In his latest contribution to the litera- 
ture on Chinese painting, James Cahill 
takes the reader into the painter's studio 
and the marketplace to describe, through 
anecdotes and stories, the commercial as- 
pects of the traditional Chinese art world. 

In chapter one, "Adjusting Our Image 
of the Chinese Artist," Cahill explains how 
the Chinese themselves created and main- 
tained the myth that the true bearer of 
Chinese painting tradition is "a person of 
deep cultural refinement," living quietly, 
"caring nothing for worldly matters, en- 
gaged in scholarly pursuits," painting "as 
an avocation to express his emotions," es- 
chewing money as something trivial and 
impure. 

The discovery that painters have two 
personae changed all this. The first per- 
sona is the idealised one found in bio- 
graphical notices, describing artists in 
terms like those above. The second per- 
sona is the realistic one, revealed by such 
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ephemeral documents as price lists for 
paintings and calligraphy as well as tales 
of artists borrowing money or peddling 
their art in exchange for goods, medicines, 
clothing, favours and the like. 

Cahill sees the "amateurisation" of art- 
ists as part of a general attempt to veil 
painting from the taint of vulgarity and 
commercialisation. Seeing some paintings 
as they really were, pieces done for money 
or favours, places them in their proper 
context. Sketchy paintings, often praised 
as being done in the xieyi ("sketching the 
idea") mode, might simply have been fin- 
ished quickly to enable the artist to get 
on to the next task. We now recognise 
wedding pictures, parting pictures, com- 
memorative pictures and works produced 
for specific occasions. These include not 
only bird-and-flower and figure paintings, 
but landscapes as well. 

In chapter two, "The Painter's Liveli- 
hood," Cahill discusses the uses of paint- 
ings, and three ways of obtaining a paint- 
ing: commissions and letters, go-betweens 
and agents, art markets and studios. This 
leads to how paintings were paid for: cash 
payments and prices, gifts, services and 
finally hospitality, including the institu- 
tion of artist-in-residence. 

Chapter three, “The Painter's Studio,” 
begins with an examination of the rela- 
tionship between client and painter and 
goes on to discuss the practice of paint- 
ing, including the role of draft composi- 
tions, drawing from nature, copying old 
models and the use of sketchbooks. Cahill 
identifies a number of paintings that fea- 
ture the same subject (from horses to fish- 
ermen) in differ- 
ent poses as pro- 
viding taxono- 
mies, the Mustard 
Seed Garden Paint- 
ing Manual being 
the best known of 
such aids. The 
chapter con- 
cludes with com- 
ments on the art- 
ist's studio and 
the use of assist- 
ants. 

In the final chapter, "The Painter's 
Hand," Cahill discusses how the range of 
acceptable painting subjects narrowed 
over the centuries, so that by the South- 
ern Song, "unpleasant" subjects, such as 
warfare, demons and even fire, were 
largely eliminated. He also examines the 
relationship between artists, brushwork, 
status and style, as well as that of the lit- 
erati painter and his audience. The sec- 
tion entitled “Fabricating the Painter's 
Hand" deals with copies, forgeries and 
ghost painters. m Ellen Johnston Laing 





Ellen Johnston Laing is a research associate 
at the University of Michigan. 
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The Pacific Century 


by William McGurn 


Capitalist Tools 
Yankee businessmen in China prove Marx right 


GUANGZHOU 


ness here these days. But don't tell that to Liu Hongren. A year ago, Liu 

was working for a state-owned bearings company. Today, as production 
engineer for Colgate-Palmolive's brand-new toothpaste factory here, his Rmb 
1,900 per month salary (about US$2,600 per year) is about five times what he 
was earning before. And the work is better, too. “The salary is good and I can 
learn something here," says the 30-year-old Liu, pointing to the state-of-the-art 
Swiss tubing machine he presides over. 

However modest these gains may look to outsiders, to people like Liu it's a 
good step up. And like so many other Chinese, he owes his new opportunities 
to foreign investors. Yet the Western businesses that make this possible today 
are caught between pincers. Within China, they are 
often at a competitive disadvantage because they by 
and large don't pay bribes and cut the corners their 
Hong Kong, Taiwanese and Korean competitors do 
("I'd say 99% of them follow the rules," says a senior 
U.S. official here). And back home they are no less 
often derided as robber barons ruthlessly exploiting 
the Chinese people. 

That's not a mistake Marx would have made. In- 
deed, the father of communism reached almost lyri- 
cal heights in describing how the advance of a com- 
mercial class revolutionised feudal European society. 
The irony is that this is precisely the role foreign 
business is helping to play today in China. In de- 
fending itself, business likes to point to the myriad 
good works of corporations here, such as Hewlett- 
Packard's helping employees buy their own housing, AT&T's taking young 
Chinese managers to the U.S. to study or IBM's donating computers to various 
Chinese schools for the disabled. АП these are well and good and insufficiently 
reported. But the focus on motives is distracting. Far more significant is the 
progressive role these investors play simply by being here and providing a 
growing Chinese middle class with options. 

That may not be immediately apparent in a province where the crowds 
pouring out of the train station resemble the displaced peoples of Europe at the 
end of World War II. "It's a buyer's market," says one factory manager. And 
he's right, at least at the bottom levels, where the grunt work tends to be done 
by the 10 million immigrants from outside provinces desperate for jobs — a 
sure prescription for abuse. Yet even a cursory look at Guangdong shows that a 
hierarchy has emerged. In general the local Cantonese can be found in the 
middle levels, either as skilled labourers or junior managers earning more than 
twice that of the new arrivals. At the top of the pyramid, of course, are Hong 
Kong Chinese and Taiwanese. This is no coincidence. Fifteen years as the area 
in China most open to trade has "graduated" the Cantonese to the point where 
they no longer have to put up with the sweatshops. 

Make no mistake about it, people like Liu are not beneficiaries of anyone's 
largesse. But the kind of options they will have depend directly on the degree of 
outside investment in China, and anything that restricts this investment neces- 
sarily restricts their choices. As the world looks for ways to improve the lot of 
the long-suffering Chinese labourer, it might be worth acknowledging the con- 
tributions of those who have been on the front lines. “We don't object to a debate 
over how to make things better in China tomorrow," says the president of the 
American Chamber of Commerce in Hong Kong, Frank Martin. "Where we 
object is when people imply that what we have been doing so far is wrong.” m 


N ot many Americans spare a kind word for their compatriots doing busi- 


Bourgeois thoughts. 
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Sahaviriya Steel plant: power of persuasion. 


LT 


BUSINESS 


= 


INDUSTR Y 


On Second Thoughts... 


Thailand's promise to protect a large but fledgling steel 
producer shows how economic change can outflank even 


well-intentioned policy. 


By Gordon Fairclough in Bangkok 


lone smokestack towers over the co- 
A: plantations of rural Bang 

Saphan district. Stretching out at its 
base is Sahaviriya Steel Industries' hot-strip 
mill, a sweaty quarter-mile expanse where 
red-hot steel slabs are pressed into thin 
sheets and rolled into coils. 

Sahaviriya Steel invested close to Baht 
13 billion (US$520 million) in the sophisti- 
cated steel-rolling mill, the only one of its 
kind in Thailand. Nearby, Sahaviriya will 
start work next year on a plant to make 
higher-priced cold-rolled steel, which is 
used in consumer products like cars and 
refrigerators, marking yet another step in 
its ambition to become one of Southeast 
Asia's leading steel producers. 

The company has spent an additional 
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Baht 1 billion building roads, stringing 
power lines, digging water reservoirs and 
constructing a port at the 700-acre complex 
in Prachuap Khiri Khan province, about 
300 kilometres south of Bangkok. 

This huge project owes its existence not 
only to massive private investment, but 
also to government policy. In the late- 
1980s, Thai technocrats decided the coun- 
try needed to produce its own sheet steel, a 
material vital to construction and manu- 
facturing. At the time, however, Thailand's 
economic prospects were uncertain and 
steel demand was low. Few companies 
were interested. To convince Sahaviriya to 
undertake such a risky and expensive ven- 
ture, the Board of Investment had to prom- 
ise tax breaks and protection from Thai- 
land-based competitors until 1999. 

That was a promise that may prove 
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unaffordable. Today, Thailand's economy 
is booming, steel demand is soaring, and 
more companies want to enter the market. 
The government is also eager to open up 
the industry. But it fears that breaking its 
pledge to Sahaviriya would damage its 
reputation with foreign investors and fi- 
nanciers. “Demand has now increased by 
such an extent that some feel there is no 
need for further protection," says govern- 
ment spokesman Abhisit Vejjajiva. "At the 
same time, we have to honour whatever 
promises were made to Sahaviriya. We're 
trying to come up with a compromise." 

So far, a middle ground has been hard 
to find. The Board of Investment has post- 
poned making a decision on two applica- 
tions to build new steel mills. The first was 
submitted by NTS Steel Group, a Thai 
manufacturer of steel bars and rods, which 
wants to open a US$480 million hot-strip 
mill. The second, for a US$600 million cold- 
rolling mill, was put forward by a group 
led by Japanese steel giant Nippon Steel, 
Mitsui and Siam Cement. 
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Even within the government, there are 
disagreements about how to proceed. 
Some, especially in the Ministry of Indus- 
try, want to liberalise quickly. Indeed, they 
encouraged Nippon Steel and Mitsui to set 
up locally, hoping to attract cold-rolling 
production that is key to the industries the 
government wants to develop. 

Others fear shaking foreign investors' 
confidence and causing trouble for 
Sahaviriya, one of the country's biggest con- 
glomerates. Says Staporn Kavitanon, secre- 
tary-general of the Board of Investment: “If 
the government makes a very sharp turn, it 
will cause problems for investors.” 

Sahaviriya executives agree. "We aren't 
against liberalising the industry," says 
Asavin Chinatakananda, vice-president of 
Sahaviriya Steel. "We just want the gov- 
ernment to follow the rules. They have to 
think about the investors." Sahaviriya con- 
tends that approval of either project would 
violate its protection agreement. 

The government appears to have room 
for manoeuvre. The Board of Investment's 
promise to Sahaviriya — not to give privi- 
leges to any other producer of hot-rolled, 
cold-rolled or electro-galvanised steel until 
1999 — included a proviso: if domestic 
steel demand exceeds Sahaviriya's allotted 
capacity, the board could allow new pro- 
ducers into the market. 

Much of the current debate is over 
whether demand has reached that level, 
and, if so, how much steel Sahaviriya can 
produce. Annual consumption of hot- 
rolled steel products — primarily used to 
make pipes, containers and construction 
material — now totals just under 
1.8 million tonnes, the licensed 
capacity of Sahaviriya's mill. The 
mill's actual rated capacity is 2.5 
million tonnes, but the investment 
concessions cover only the licensed 
capacity. 

For cold-rolled products — 
used in auto bodies, office furniture 
and electrical appliances — annual 
demand is almost 1.3 million 
tonnes. Sahaviriya has government 
approval to manufacture 670,000 
tonnes a year. The actual capacity 
of the plant has yet to be decided. 

Sahaviriya says opening up the 
industry now to other producers 
would greatly increase its financ- 
ing costs and hurt its profitability. Asavin 
says the company's 12 foreign bankers 
have made continued protection a condi- 
tion for allowing the company to draw on 
its loan facility. Because of the present un- 
certainty, the company is unable to draw 
down these funds, he says, and has had to 
rely on paid-up capital and higher-cost bor- 
rowing from local banks to pay the bills. 

Even so, allowing new players to build 
hot-rolling mills shouldn't cause Sahaviriya 
too much trouble. The company has just 
raised Baht 3.9 billion through an initial 


AUGUST 18, 1994 


public offer. Sahaviriya officials told pro- 
spective investors that the firm was well- 
prepared to compete in an open market, 
especially given its three- to four-year head 


start on any new entrants. 
M the cold-rolling mill proposed by 
the Nippon Steel group. Sahaviriya 
is still trying to find a joint-venture partner 
and funding for its own cold-rolling opera- 
tion. The prospect of early competition 
from Japan's biggest steel maker could 
sour attitudes towards Sahaviriya's project. 
"[t probably would not be wise for the gov- 
ernment to do anything now that would 
disturb the Sahaviriya project,” says 


Steel Yourself 


Projected Thai demand for 
cold-rolled steel 


Иш tonnes 


ore problematic, observers say, is 
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Waterborne roll: a move upstream? 


Abhisit, the government spokesman. 
Abhisit says he expects gradual change, 
starting with approval of NTS Steel's hot- 
rolling project. This is likely to be accom- 
panied by government approval for Saha- 
viriya to use its full 2.5-million-tonne hot- 
rolling capacity, he says. Just when this will 
happen is uncertain. Sawasdi Hor- 
rungruang, president of the NTS Steel 
Group, is certainly trying to hurry things 
along. “If the government drags out its de- 
cision any longer, our company will have 
to shift its plan to another country," he 
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threatened recently. 

Action on the Japanese proposal seems 
unlikely any time soon. This will no doubt 
come as a disappointment to both the 
Japanese investors and the Thai Ministry 
of Industry. Ministry officials see ample 
quantities of domestically produced, high- 
quality cold-rolled steel as essential for the 
success of Thailand's burgeoning electrical- 
appliance and car industries. 

Thailand is one of Japan's most impor- 
tant steel markets, and the largest in Asia 
for its cold-rolled steel. Of the 1.3 million 
tonnes of cold-rolled steel Thailand will 
import this year, about 850,000 tonnes will 
come from Japan — largely for Japanese 
manufacturers based in Thailand. 

“Demand is increasing here and de- 
creasing in Japan," says Toshio Awata, 
vice-president of Mitsui & Co. (Thailand). 
^We believe the steel industry is better off 
moving closer to the demand." Mitsui fore- 
casts consumption of cold-rolled steel will 
rise to nearly 1.9 million tonnes by 1999, 
largely due to increased production by 
Japanese car makers. That's enough to 
make opening a rolling mill worthwhile. 

Awata says the time is right to move for 
other reasons, too. Wages in Japan are high 
and demand is stagnant. Also, with the 
world economy still recovering, equipment 
prices are low, as are interest rates. Both 
are major considerations given the capital 
investment a steel mill requires. Nippon 
would be hard for Sahaviriya to beat. 
"Japanese auto and appliance makers use 
only Japanese steel, says Hafidzah 
Hassan, senior analyst at securities firm 
Kleinwort Benson in Singapore. 
“It’s hard to break into the market 
if you don't have a Japanese con- 
nection." 

Eventually, however, Sahaviriya 
will have to contend with Nippon 
Steel and perhaps others. Pressure 
for liberalisation will grow. Thai- 
land's technocrats hope cars and 
electrical appliances will someday 
rank among the country's top ex- 
ports. And they want local com- 
panies to supply their steel. They 
would also like to see the steel 
industry move further upstream, 
integrating mini-mills with hot-roll- 
ing facilities, as NTS Steel proposes. 

^| see this as a kind of evolu- 
tion of policy," says the Board of Invest- 
ment's Staporn. And, he says, it is not con- 
fined to steel, but applies to all of Thai- 
land's protected industries. Some indica- 
tion of how quickly things will evolve 
should come on August 25, when the 
board considers the NTS Steel and Nip- 
pon Steel applications. 

Whatever the board decides, change is 
coming. Says government spokesman 
Abhisit: “There will inevitably be liberali- 
sation. The question is when and how 
much.” u 
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TRADE 


Second Front 


U.S. protectionists try to redress Gatt concessions 


By Nigel Holloway in Washington 
efeat is an unfamiliar experience for 
America’s textile makers. But on 


D August 2, the nation’s most power- 


ful industry lobby failed to muster Senate 
support for a change in trade legislation. A 
win would have been a major upset for 
countries — including those in Asia — that 
export garments to the American market. 

Can exporters heave a sigh of relief? 
Maybe not. The textile lobby's 
failed push was just one skir- 
mish in a new battle between 
protectionists and free-traders 
that's building up in Washing- 
ton. 

The pretext is the bill de- 
signed to implement the Gatt 
world-trade accord, reached 
last December. Like the 124 
other signatories, the United 
States must ratify the accord 
and bring existing laws into line 
with its provisions. Industry 
lobbies that lost out in the mara- 
thon Gatt talks have leaped at 
the chance to mould the fine 
print more to their liking. This 
haggling carries two risks: first, 


Devil's in 
The Details 
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Trade lobbyists say several provisions of 
the American Gatt bill are inconsistent 
with the world trade accord. Most of 
these relate to anti-dumping, subsidies 
and countervailing duties. The issues of 
greatest concern to Asian businessmen 
are: 


Export Prices 


The Gatt agreement says fair compari- 
son must be made between the export 
price of a good and its "normal value" 
(that is, the price at which it's sold in 
the domestic market of the exporting 
country). Where the first buyer in the 
export market is affiliated to the ex- 
porter, additional elements can be in- 
cluded in order to calculate the export 
sales price, such as the profits that will 
arise when the item is sold to a third 
party. The Senate Finance Committee 


that the accord won't be ratified in time to 
allow Gatt's successor, the World Trade 
Organisation, to begin work on January 1; 
second, if protectionists come out on top in 
Washington, the global reverberations 
could undo much of what was achieved in 
Geneva. 

“Tf the U.S. uses the implementation bill 
in effect to restart the Gatt talks, it risks 
opening a Pandora's box of counter-mea- 
sures by Asia and Europe," says Bruce 





Chinese factory: no knock-out yet. 


draft would deduct this profit from the 
U.S. price, thus lowering the allowable 
export price. 


Captive Production 


In calculating dumping duties, the as- 
sessment of the degree, or threat, of in- 
jury to U.S. producers will be made in 
relation to the size and nature of domes- 
tic production. The Gatt accord says do- 
mestic production should include "cap- 
tive" output (goods produced by one 
part of a company for another part). Both 
the House Ways and Means Committee 
and the Senate Finance Committee have 
introduced amendments that would per- 
mit exclusion of captive domestic pro- 
duction, thus diminishing the assessed 
size of domestic production and con- 
sumption. This ignores the fact that cap- 
tive production is shielded from import 
competition. 


Circumvention 


Under the Gatt accord, governments 
aren't entitled to extend anti-dumping 
orders to include components that aren't 
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Aitken, a lawyer who's advising the open- 
trade camp. 

The case of the failed textile amendment 
shows just how far-reaching these changes 
in detail could be. Under the proposal, a 
garment's "country of origin" would be 
defined for quota purposes as the place 
where it is assembled. Currently, it is 
where the fabric is cut. Entire industries 
depend on this arcane distinction. For ex- 
ample, many clothes labelled “Made in 
Hong Kong" (and sold in the U.S. under 
the colony's quotas) are stitched in neigh- 
bouring Guangdong, China. 

When the amendment was introduced 
in Congress in July, Asian governments — 
including Hong Kong's — scrambled to 
lobby Washington against the move. It was 
American pressure, however, that ulti- 
mately swayed the Senate 
Finance Committee. Trade law- 
yers and officials say the bal- 
ance was tipped by protests 
from big U.S. apparel makers 
such as Levi Strauss and 
Warnaco, which didn't want 
their offshore-production con- 
tracts disrupted. 

It's too soon, however, for 
opponents of the move to claim 
a knock-out. Proposals similar 
to those the Senate panel re- 
jected are included in the 
House of Representatives' ver- 
sion of the Gatt bill, which now 
must be merged with the Sen- 
ate's draft. 

Nevertheless, the textile lob- 
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cited. But both the House and Senate 
have introduced amendments that 
would allow the U.S. to widen the scope 
of dumping duties. A trigger in the 
House version is whether components 
from a country subject to a dumping or- 


der are "significant." The Senate version 
would measure this significance by the 
value of components relative to the over- 
all value of the product. 


Expiry of Penalties 


Gatt stipulates that anti-dumping duties 
should end no later than five years from 
their imposition, unless the authorities or 
petitioners can show that expiration of a 
duty will lead to more dumping. The 
House and Senate versions would tilt the 
rules in favour of findings that would 
extend dumping orders. 


Rules of Origin 


Under Gatt rules, garments that are cut 
in one country and sewn in another are 
considered to be "made" in the latter. 
The House proposes reversing the defi- 
nition. m Nigel Holloway 


AUGUST 18, 


1994 





Ail of these securities having been sold, this announcement appears as a matter of record only. 
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Certain of these securities have been sold in the United States by the undersigned in private 
offerings pursuant to Hule 144A under the Securities Act of 1933. 


Goldman, Sachs & Co. 
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Public Company Limited Public Company Limited 
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`. -Nithipat Capital Thai Investment and Securities 
Рис Company Limited Public Company Limited 
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by's rare defeat in the Senate Finance Com- 
mittee shows that American opponents of 
protectionism are becoming more effective. 


| U.S. importers who want an open trading 


regime "are better organised now, more 
sophisticated," says Alan Wolff of law firm 


| Dewey Ballantine, which represents U.S. 


semiconductor makers. “They are stronger 
because the U.S. imports more now, so the 
balance has shifted,” he says. 

The final wording of the Gatt bill won't 
be known until next month, though trade 
lawyers believe its outline is already clear. 


| While Asian exporters’ worst fears haven't 
| been realised, they say, many technical de- 
| tails remain that are likely to spell trouble 
| for sales to the U.S. Adds a Washington- 


based diplomat from an Asean country: 
“When the legislation was first proposed, 
it was much worse than expected. But now 
we are more optimistic." 

AII the same, this may be just the open- 
ing salvo of a post-Uruguay Round contest 
between opposing trade camps in the U.S. 
Even after the Gatt bill is passed (defeat 
seems unlikely), the Clinton administration 
will have to draft regulations to put the 
law into effect. It must also promulgate a 
Statement of Administrative Action, which 
in effect explains the bill. Both will be 
fought over by protectionists and their op- 
ponents. 

After that, there is likely to be a series of 
attempts in Congress to amend U.S. trade 
laws to claw back ground that was lost to 
the other side. One example is "duty ab- 
sorption," a practice used by exporters 
such as Sony and Matsushita of Japan to 
absorb anti-dumping duties rather than 
force their U.S. customers to pay more. Pro- 
tectionists have tried to outlaw the prac- 
tice, and failed. But, says Wolff of Dewey 
Ballantine, "it will come back in a U.S. 
trade bill next year." 

Asian businessmen aren't the only ones 
watching Gatt's ratification in the U.S. Al- 
most all the 125 signatories to the agree- 
ment, including Japan, have yet to pass leg- 
islation implementing the deal. “The world 
is waiting," says the Asean diplomat. "A 
delay in the U.S. would be quite danger- 


| ous for the survival of the World Trade 


Organisation." 

U.S. ratification is already far behind 
schedule. President Bill Clinton had hoped 
to finish it before the Group of Seven sum- 
mit in early July. But the White House 


| didn't present its draft to Congress until 


July 12, and negotiations to merge the 
House and Senate versions didn't take 
place until the second week of August. 
Once this informal process is complete, 
Congress' draft must go back to the White 
House — which can amend it further — 
before it is formally introduced. (Ironically, 
the delay in ratification is mainly due to 
the "fast-track" procedure under which 


| Congress may approve or reject, but not 
| amend, the final bill. This has forced con- 
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gressmen to horse-trade before rather than 
after the final draft enters the legislature, 
now likely to happen in September.) 

On one side of the debate is the Com- 
mittee to Save U.S. Trade Law, made up of 
the top three American steel companies; 
the Semiconductor Industry Association; 
car makers Ford and Chrysler, along with 
car-parts manufacturers; textile companies; 
and the bearings industry. All have lob- 
bied hard in recent years against competi- 
tion, particularly from Asia. They argue 
that U.S. trade law will be seriously weak- 
ened if it's made fully consistent with Gatt. 

On the other side is the Pro Trade 
Group, made up of 1,000 American import- 
dependent companies and trade organisa- 
tions, including the Precision Metalforming 
Association and computer firms such as 
Apple and Compaq. The group wants a 
"clean" bill that's as consistent as possible 
with the Gatt deal. Its counsel, Aitken, of 
law firm Aitken, Irvin & Lewin, says the 
White House's own draft is inconsistent 
with Gatt in about two dozen instances 
that relate to dumping and countervailing 


е; 


are domestic bargains. 





Export rejects 


duties. The House and Senate versions are 
even further adrift, he adds. 

“If enacted, this legislation is likely to 
lead to more dumping and subsidy cases, 
more decisions in favour of petitioning U.S. 
industries, and higher import duties aris- 
ing from these cases," Aitken says. 

Indeed, 22 governments (including Ja- 
pan's and eight others from Asia) wrote to 
Booth Gardner, the U.S. Trade Representa- 
tive in Geneva, on July 14 listing 19 areas 
of concern over the implementing bill (see 
box). "We believe that some of these pro- 
posals, if incorporated in U.S. law, would 
amount to a contradiction of both the sub- 
stance and the spirit of the Uruguay Round 
results," the letter said. 

Thus, President Clinton is under inter- 
national pressure to stick to the script 
worked out in Geneva even as the protec- 
tionists redouble their efforts at home. 
"This is only the beginning," the Asean 
diplomat says. п 
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ECONOMIC MONITOR: CAMBODIA 





Damn the Torpedoes 


n paper, Cambodia's plan to draw 
О foreign investors is one of the most 

enticing in the region. The new 
code, which the National Assembly ap- 
proved in early August, includes such in- 
centives as a 9% corporate-tax rate, tax 
exemptions of up to eight years for certain 
priority projects, no taxes on profits, and a 
tariff exemption for imported capital goods 
used for export-oriented ventures. 

Too bad about the continuing civil war. 
Finance Minister Sam Rainsy acknowl- 
edges that the blueprint he and his maver- 
ick team of technocrats have drawn up 
means little in the midst of political tur- 
moil. There are "five additional problems 
we have to deal with if we want to attract 
investors," he says. 

Chief among them is the security prob- 


Under Control 


Cambodia’s consumer price index 


— Services 
— CPI 

— Food 
— Daily items 










10 M NEN 
'91 '92 '93 94 
Source: National Bank of Cambodia 





lem; random Khmer Rouge attacks still 
rock the country. An attempted coup in 
July and recent kidnappings of foreigners 
haven't helped matters. In addition, a de- 
crepit infrastructure, rampant corruption, 
exorbitant land prices and the absence of a 
rule of law all daunt potential investors. 

^A large problem is the legal frame- 
work," says Rainsy. "There are many laws 
lacking: the land law, the labour law, the 
company law, the contract law, the bank- 
ruptcy law, the arbitration-procedure law, 
the administrative law." 

The legal vacuum and political quag- 
mire have not deterred international lend- 
ing agencies and donor countries. Com- 
bined, they have pledged US$1.5 billion in 
aid to Phnom Penh since 1992. Their con- 
tinuing confidence has a lot to do with the 
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pragmatic Rainsy, who has pushed 
through at least some financial reforms 
since the coalition government took power 
in United Nations-sponsored elections in 
May 1993. Phnom Penh has issued new 
tax and banking laws, centralised the na- 
tional budget and introduced standard ac- 
counting and record-keeping procedures to 
the acclaim of the IMF and donor countries. 

The economy has settled down after the 
departure of thousands of UN personnel, 
whose presence caused prices to soar in 
1992-93. The National Bank of Cambodia 
estimates inflation reached 13.7% in the 
year to June. The increase stems partly 
from a 12% rise in the price of rice between 
April and June. Fighting in rural areas has 
disrupted rice production, encouraged 
hoarding, and cut transportation arteries, 
creating a projected shortfall of 180,000 
tonnes for the year. 

The riel remains relatively stable, fall- 
ing only 3% against the U.S. dollar during 
the first quarter. The current-account defi- 
cit widened 32% to US$124 million in 1993. 
Foreign-exchange reserves rose 67% in the 
first quarter to US$181 million, but 
dropped again by one third in May when 
depositors, frightened by a Khmer-Rouge 
offensive, withdrew foreign currency from 
the banking system. 

Imports in 1993 amounted to US$479 
million. Humanitarian and development 
aid made up 21% of the total, cloth 16%, 
cigarettes 13.5% and petroleum products 
8.5%. Exports ran to US$283.6 million. Re- 
exports make up two thirds of that figure; 
timber comprises 29.8%. 

Despite the unstable political situation, 
analysts say they are optimistic about Cam- 
bodia's economy because policymakers 
have admitted their problems and remain 
committed to bringing about structural 
changes in the economy and the legal sys- 
tem. The government plans to announce a 
privatisation programme later this year. 

Rainsy also began to undermine institu- 
tional corruption when he introduced the 
centralised budget in January. The new ac- 
counting system strips individual minis- 
tries and provinces of their right to collect 
and spend revenue. It also enables the cen- 
tral government to identify and implement 
national priorities in infrastructure deve- 
lopment and monitor the use of aid. 

“You have to deal with corruption to 
attract serious investors, because serious 
investors want to be treated on an equal 
footing with other investors. Corruption is 
incompatible with free and fair competi- 
tion," Rainsy says. m Nate Thayer 
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Long March launch, satellite signal ‘footprints’: best real estate in the sky? 
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High Anxiety 


Doing business with China is never easy. Beijing's entry into the 
satellite market shows it's an even wilder ride when that 
business is television and you're a foreign broadcaster. 


By Jonathan Karp in Hong Kong 


Signed satellite contracts in 
hand, executives from some 
"| of the world's most power- 
4| ful television companies 
| gathered last December to 
celebrate their alliance aim- 

“Jed at toppling StarTV, 
Asia’s dominant network. They reserved 
their warmest tributes for mainland Chi- 
nese Officials who attended the small cere- 
mony at a Hong Kong hotel. 

And with good reason. Thanks to 
China-backed upstart APT Satellite Co., 
these media giants, including Turner 
Broadcasting System and Time Warner, fi- 
nally had their own pan-Asian weapon: a 
single satellite able to beam their entertain- 
ment and news programmes to more than 
half the world’s population. What's more, 
with its phalanx of Beijing shareholders 
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linked to the military, aerospace and tel- 
ecommunications authorities, APT seemed 
the politically correct way into China, 
where Rupert Murdoch’s StarTV was offi- 
cially unwelcome. 

“We have become neighbours on the 
best piece of real estate” in space, enthused 
Andrew Brilliant, senior vice-president at 
ESPN sports network and one of seven 
broadcasters to sign deals totalling several 
hundred million U.S. dollars for APT. Bril- 
liant hailed APT as a "landlord with good 
connections." The company, he told the 
audience, had ^won our confidence and 
our respect." 

Did he speak too soon? Within months, 
confidence in APT began to waver. Custom- 
ers complained that the company was not 
keeping them informed about critical busi- 
ness issues — like whether the satellite they 
had all signed up to use would work as 
promised. Their worries didn't subside 
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when APT flouted international conven- 
tions and launched Apstar-1 last month 
before resolving potential interference 
problems with owners of neighbouring 
satellites. 

The broadcasters still don't know whe- 
ther they're in business; the satellite has yet 
to be tested. But APT's conduct has taught 
them all lessons about doing business with 
China: uncertainty is a sure thing, account- 
ability is oblique, trite reassurances meet 
almost any question and, in the end, every- 
thing just might work out. These rules ap- 
ply at least in triplicate if you're dealing in 
a politically sensitive area like TV. 

On a broader scale, some industry ana- 
lysts and businessmen say Beijing's brazen 
push into the private-sector satellite indus- 
try indicates how an economically confi- 
dent and aggressive China might dictate 
its own business rules rather than submit 
to international conventions — which have 
traditionally been devised by the West. 

"APT is a good case study of China 
opening up to the world," says Phillip 
Spector, a Washington-based telecoms law- 
yer. "China is still feeling its way into in- 
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ternational ventures." 

That may be the charitable view. For 
when APT's Apstar-1 soared into space, it 
caused an international stir. Japan pro- 
tested that China had ignored United Na- 
tions-sponsored space rules by parking the 
satellite between two others without prior 
consent, risking interference to the signals 
of all three. Apstar-1 was sandwiched be- 
tween a Japanese telecoms satellite and a 
"bird" owned by United States-based 
Rimsat, which is using a Tonga slot. 

“China took the position that it could 
be arrogant about the rules because it was 
China and Rimsat was a tiny little com- 
pany representing a tiny little country," 
says an industry analyst familiar with APT. 

APT has plenty of weight to throw 
around. Its contracts make the company 
the most influential force to emerge in re- 
gional TV since Asia Satellite Telecommu- 
nications (AsiaSat), which has carried 
StarTV since the network's 1991 launch. In 
two short years, APT has invested US$260 
million towards launching two satellites 
(Apstar-2 is set to launch in December). 
The birds are expected to gross more than 
US$1 billion over the next decade, and APT 
is already talking about buying a third sat- 
ellite. Yet the company has no track record. 
Even at the contract-signing ceremony, it 
could not guarantee where Apstar-2 would 
go in space. It still can't. 

APT keeps telling its customers: don't 
worry. But by keeping its clients at a dis- 
tance — and largely avoiding the media 
since setting up in Hong Kong in 1992 — 
the company may have heightened curios- 
ity and compounded rumours about its 
management and its future. 

"Who are these guys?" asks Stephane 
Chenard, a space-industry analyst for the 
Paris-based consultancy Euro- 
consult. "It's not clear whether they 
are the Chinese Government, or 
government agencies acting on their 
own, or real capitalists who will be 
allowed to do whatever they want." 

APT President He Kerang main- 
tains the answer is simple. “We are 
purely commercial,” says He, a 
rocket scientist who was trained by 
the Soviets and spent 30 years work- 
ing for China's state-run space pro- 
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He: simple approach. 


skilled in policymaking and manufactur- 
ing, but not in managing an international 
hi-tech service company. From a number 
of firms that wanted in, according to He, 
Beijing chose Thailand’s Charoen Pok- 
phand (CP) conglomerate as the fourth 
founding shareholder. “We knew each 
other, so it was easy,” He says, recalling 
they had to choose quickly. Controlled by 
ethnic-Chinese Thais, CP is Asia’s leading 
chicken farmer and one of the largest for- 
eign investors in the mainland. The com- 
pany, like other industrial firms in the re- 
gion, is now bidding to become a leading 
player in telecoms. 

In Hong Kong, cP lent executives to run 
APT's marketing and finance departments. 
“cp held their hands in the beginning," 
says an executive who helped APT start up. 
The Chinese "came to Hong Kong with 

‘more or less nothing — no idea even 


Friendly Skies 
APT Shareholders 
Owner (14.3% 


each) 


Ministry of Posts and 


Technology and Industry for 
National Defence (China) 


Telecommunications (China) 
State Commission of Science, 


how they should set up the company or 
what it should be capitalised at." Like other 
Chinese business ventures, APT established 
its base in Hong Kong as part of its cam- 
paign to project itself as an international 
company. 

By March 1993, APT had two more 
shareholders. It took on Singapore Telecom 
and a Macau company owned by a sub- 
sidiary of Beijing-controlled China Travel 
Service and a pro-China businessman. Four 
months later, Taiwan's ruling Kuomintang 
appeared on APT's books via Kwang Hua 
Development & Investment, a Hong Kong 
firm. 

The seven shareholders each chipped in 
US$10 million for equal stakes and ap- 
pointed two directors. "You cannot say 
China is dominant," He says. Still, four 
state-linked Chinese companies hold 57% 
of APT, and many decisions are made in 
China. Even the terse monthly status re- 
ports to customers are often routed 
through Beijing for vetting, insiders say. 
M vived without China's early politi- 

cal backing. Western banks refused 
to finance the US$135 million purchase and 
launch of Apstar-1 because APT did not 
have any business experience or significant 
customers. The Westerners wanted a guar- 
antee from the Bank of China. But the Bank 
of China balked as well, says an insider 
involved in the talks. 

So APT turned to Beijing's ruling State 
Council for help. "The scenario that was 
painted before [Premier] Li Peng was that 
without the guarantee, the company would 
go belly up. Li Peng said: 'Give the guar- 
antee’,” recalls the insider, who quoted an 
account by APT Assistant President Leng 
Yishun. So АРТ ultimately received 
a US$75 million loan from a Bank of 
China-dominated consortium. 

By mid-1993, APT had become a 
hot commodity. The so-called 
“Gang” of international broadcast- 
ers leased more than a third of 
Apstar-l's capacity, lending cred- 
ibility to the project. Other broad- 
casters flocked to the neighbour- 
hood, prompting APT to boast that 
Apstar-1 was "the most successful 


oreover, APT would not have sur- 
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gramme. “We plan to earn money 
for our shareholders . . . . That is our 


purpose." 


The company's roster of share- 
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After it had blue-chip customers 
on board for Apstar-2 as well, APT 
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holders certified it as Beijing's dar- 
ling when it launched in 1992. Born 


Orient Telecom & 
Technology 





of Beijing's desire to enter the lucra- 
tive satellite-communications busi- 


China Travel Fok Tai 


China Travel Service (China) 
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ness, APT’s founding Chinese share- 
holders comprised a troika of gov- 
ernment bodies central to that indus- 
try (see chart). 

But China could not pull off the 
venture without foreign expertise. 
APT’s government patrons were 
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Charoen Pokphand (Thailand) 


gained the backing of international 
banks. Units of the Netherlands’ 
ING, Britain's Kleinwort Benson and 
France's Credit Lyonnais recently 
underwrote a US$120 million loan 
to APT, but syndication is proceed- 
ing slower than hoped. 

APT's entry into the market 
seems impeccably timed. Asia is 
straining under a shortage of satel- 
lite transponders, which relay televi- 
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sion, telephone and data signals. AsiaSat 
was off-limits to foreign broadcasters des- 
perate to gain a foothold in the region be- 
cause StarTV has veto power over com- 
petitors sharing the bird. APT offered them 
the only real alternative. 

The company's highly competitive 
satellites were another selling point. 
Арѕќаг-1 — the same Hughes model as 
AsiaSat-1 — was ideal for networks such 
as Hong Kong's Television Broadcasts, 
which wants to focus on greater China. 
U.S. broadcasters, however, were primarily 
interested in Apstar-2. The more powerful 
satellite will cover an area larger than 
StarTV's current reach and roughly equal 
to the range of AsiaSat-2. 

Another carrot APT dangled before po- 
tential customers was its "China card." The 
company has at times suggested its con- 
nections could open the mainland market 
to foreign broadcasters, according to cus- 
tomers and bankers who took that into 
consideration. “Compared to AsiaSat, APT 
says it is a more politically acceptable way 
of getting signals into China," says a Euro- 
pean banker familiar with АРТ. 

One third of AsiaSat is owned by Bei- 
jing's premier capitalists, China Interna- 
tional Trust & Investment Corp. Despite 
some initial hostility from China, AsiaSat 
now relies on Chinese telecoms and TV 
users for more than half its business. 

For APT customers, it is unclear whether 
the company’s China connections are as 
strong as they originally appeared. Since 
APT's birth, Beijing has grown increasingly 
sensitive to foreign TV broadcasts. The 
same Li Peng who instructed the Bank of 
China to give APT a loan guarantee later 
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signed the State Council order banning pri- 
vate reception of satellite TV. More than 
anything, Murdoch's purchase of StarTV 
galvanised Beijing to block direct foreign 
TV broadcasts. 

As with other foreign ventures with 
China, APT's mainland link carries risks as 
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well as rewards. Some broadcasters worry 
that China could foreclose on the APT 
neighbourhood by switching off the TV 
signals. In tough negotiations with the 
Gang, APT won the right to cut off offen- 
sive broadcasts — as defined by China. 

China has already scotched a Manda- 
rin-language news channel proposed by 
Hong Kong's CIM conglomerate. Accord- 
ing to people familiar with the aborted 
deal, APT declined to lease a transponder 
to the group, which owns the Ming Pao 
Enterprise Corp., an independent news- 
paper publisher. 

The uncertainties were not enough to 
keep foreign broadcasters from signing 10- 
year contracts. Now, though, they realise 
the biggest hurdle with APT may be man- 
agement, not politics. 

Part of the problem is cultural: the Gang 
is used to playing by Western rules, but 
APT is not. It didn't complete procedures 
for registering its satellites with the UN's 
International Telecommunication Union 
(ITU). They have not been as diligent as we 
would have liked," says a senior U.S. 
broadcaster. 

Why not? One explanation is that APT's 
management "doesn't give two hoots 
about the ITU. It is just a Western club. It's 
got no teeth," says an executive who has 
dealt extensively with the satellite com- 
pany. APT denies this. President He says he 
accepts the need to follow international 
practice, but he also indicates that disputes 
can be worked out after a fait accompli — 
meaning after the launch. 

APT's supporters say the company's 
early mis-steps should not be held against 
it, particularly in a field like space where 


ce satellites tor foreign client 
To help support that. 
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other players bend unenforceable rules (see 
accompanying story). Moreover, the prestige 
and money of APT's backers, customers and 
suppliers provide plenty of incentive for 
APT to get the process right — eventually. 

APT President He rejects any sugges- 
tion he runs a renegade or unprofessional 
outfit. He blames such charges on jealous 
competitors and the press. “Maybe because 
I am from China,” He says, “it’s very 
strange to me. Why is the media always 
creating stories?” In self-taught English, he 
adds emphatically: “Almost all the stories 
are complete bullshit.” 

Besides failing to fulfil ITU guidelines 
promptly, APT also fell behind schedule in 
other areas. The company received its li- 


plans to launch several satellites from the 
mainland during the next decade. After 
all, Hughes helped China enter the com- 
mercial launch business. And with three 
satellites at stake, including Apstar-1, 
Hughes persuaded Washington in 1993 
to lift U.S. sanctions against China for 
selling missile components to Pakistan. 

China has won over more Western 
customers. The international consortium 
Intelsat recently contracted for two 
launches. Long March rockets also will 
probably grab some business from 
planned low-earth-orbit telecoms net- 
works that will comprise dozens of small 
satellites to be launched in clusters. 

For many, the price is right. Analysts 
estimate that China charges about 50% 
less than Western companies for a launch. 
Although prices vary depending on the 
size of the satellite, industry executives 
say a China launch costs around US$45 
million, compared with up to US$100 
million in the U.S. and US$85 million in 
Europe. 
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John Wayne, Daffy Duck, Elizabeth Taylor: back-up methods of delivery. 


cence to operate a satellite-tracking station 
just 48 hours before Apstar-1 blasted off 
because it in part delayed filing its applica- 
tion to the Hong Kong Government. 

In the end, though, Apstar-1 launched 
on time. And АРТ is likely to resolve the 
coordination issue with Japan and Rimsat. 
But APT’s opaqueness and lack of commu- 
nication about its progress alienated some 
of its customers and even one of its share- 
holders. Singapore Telecom, perhaps the 
most independent shareholder, is “not 
happy” about being kept in the dark, says 
a source close to the company. The lan- 
guage barrier didn’t help matters. When 
APT's two best English-speakers left the 
company, one broadcasting executive wor- 


China's cut-rate prices have aroused 
the ire of Western competitors; Washing- 
ton has turned it into a trade issue. A 
1988 agreement with the U.S. limits Bei- 
jing to nine launches of U.S.-built satel- 
lites through 1994 and stipulates that 
China charge close-to-market prices. A 
similar agreement with Russia says the 
charge should not be lower than 7.5% 
below the cheapest Western bid. 

For China, the pricing floor is an invi- 
tation to make more money, says John 
Pike, director of space policy for the Fed- 
eration of American Scientists. "Their 
costs are much lower than the West's. So 
a price that is only somewhat lower than 
the prevailing price means the Chinese 
get to receive super profits," Pike says. 

Beijing and Washington must negoti- 
ate a new agreement before the end of 
the year. Under pressure from belea- 
guered rocket companies at home, the 
U.S. may seek to shrink the launch quota 
and impose firmer pricing guidelines, as 
it has done with Russia. B Jonathan Karp 
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ried there ^was no one I could call at APT 
in case of an emergency." 

Four months before the planned launch 
of Apstar-2, customers are still unsure of 
where the satellite will orbit, placing their 
strategies in flux. APT has applied for an 
orbital position but is relying on the Chi- 
nese Ministry of Posts and Telecommuni- 
cations (MPT), which is indirectly one of its 
shareholders, to help it get a better one. 
The uncertainty highlights the perils of bas- 
ing a business plan on the government con- 
nections of a Chinese partner. 

“A lot of people feel China is big and 
powerful and will always find a way to 
work things out. But the government 
doesn't always work," says Spector, the 
U.S. lawyer. 

People close to APT say factions among 
the Beijing shareholders may be backing 
away — but there is no clear evidence of 
this. APT’s He denies this is the case, and 
APT Vice-President K. Y. Cheung argues 
that "given our financial success, I think 
it’s hard not to support us." The MPT says 
it is a customer on Apstar-1, but it is also 
striking deals for additional capacity on 
other satellites. The more it acquires, the 
less reason to stick with APT and be tainted 
by its foreign television programmes. 

Some broadcasters view their APT expe- 
rience as a difficult lesson in understand- 
ing Chinese decision-making. Because 
China is still an alluring market and APT is 
becoming more responsive to its custom- 
ers, the Gang is not yet abandoning the 
company. Binding contracts are also hold- 
ing them in for now. “My mood changes 
every week,” says a U.S. executive. “CP 
people insist that they are not going to let 
this project fail, but there isn’t a U.S. pro- 
grammer on APT who hasn't found a back- 
up satellite." 

That way, if APT's planned neighbour- 
hood falls apart, these broadcasters won't 
be homeless in Asia. 5 
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Out of Space 


Satellites increasingly squeeze into orbit 


By Jonathan Karp i in Hong g Kong 





The harbour view from 
APT Satellite Co.'s mission- 
=| control centre reassures 
Г 4| President He Kerang. Point- 
| ing to his satellite dishes, he 
d T says: "No buildings will in- 
terfere with our signal. xd 

APT's waterfront real estate in Hong 
Kong may prevent interference on earth, 
but the company must also remove the 
threat of interference in space. Squeezed 
between two operating satellites in an in- 
creasingly crowded sky, Apstar-1 risks dis- 
rupting its own signal and those of its two 
neighbours. "It's a game of chicken," says 
а United States broadcaster, one of several 
anxious APT customers. 

Unfazed, He appears confident APT will 
win. “ТШ now, can you give me even one 
case in which a satellite that was launched 
did not find a home in space? I can tell you 
there is not even one," he says. True, but 
the vast majority find their workable 
homes before they blast off — not after. 

The launch of Apstar-1 into a contested 
orbital slot dramatises the fierce competi- 
tion to claim positions over Asia in the race 
to profit from the region's burgeoning de- 
mand for television and telecommuni- 
cations. 

For many, it also underscores the need 
to beef up space's regulatory watchdog, the 
International Telecommunication Union 
(rru), of which China is a member. The 
Geneva-based United Nations agency 
^was created when governments were the 
only satellite users; the current procedures 
are inadequate for regulating the influx of 
private users," say Susan Schoenfeld, a 





Russia/CIS 


са Now in orbit 
(J Planned 


Japan 
Russia/ClS 
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media consultant in Hong Kong. More- 
over, the ITU has no enforcement power. 

APT is not the first satellite operator to 
work around international conventions. By 
carrying StarTV, Asia Satellite Telecommu- 
nications (AsiaSat) exploited a loophole in 
a UN protocol meant to prevent interna- 
tional TV broadcasts without prior consent 
from governments on the receiving end. 
Then there is Tonga’s satellite authority. It 
violates the spirit, if not the letter, of ITU 
procedures, analysts say, because it leases 
its orbital slots. U.S.-owned Rimsat-1, next 
to Apstar-1, is using a Tonga slot. 

Still, APT's launch is the most audacious 
step to date. If others follow suit, the ri- 
valry in space could disrupt rather than 
develop Asia’s communications services at 
a huge cost. In the process, political ten- 
sions could also build. 


China-backed Apstar-1 will interfere 

with its CS-3A satellite, which serves 
as Nippon Telegraph & Telephone’s back- 
up system to fixed lines in the event of 
natural disasters. Portentous or not, an 
earthquake struck Japan the day after 
Apstar-1 entered space — just the sort of 
case where the Japanese satellite could be 
needed. 

The heart of the controversy lies in the 
spacing between Apstar-1 and adjacent 
satellites. Apstar-1 is separated from its im- 
mediate neighbours by only one degree of 
longitude, or 750 kilometres at orbiting al- 
titude. Industry practice calls for satellites 
using the same transmission frequencies to 
be separated by at least two degrees to 
avoid mutual interference. Otherwise, it’s 
“like having two radio stations at the same 


Traffic Jam 


J^ for one, is concerned that the 


China 
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point on the dial. You wouldn't be able to 
understand anything," says Peter Jackson, 
chief executive officer of AsiaSat. 

Any nation can apply for orbital slots, 
which are awarded essentially on a first- 
come, first-served basis. The ITU's objective 
is to ensure proper spacing between satel- 
lites. To gain international sanctioning, an 
applicant is supposed to follow three steps 
with the ITU: publish the desired orbital 
position, coordinate with nearby satellites 
and get listed on the Master International 
Frequency Register. 

The process should start at least two 
years before satellite launch and end at 
least three months before operation. China, 
acting for APT, applied for Apstar-1’s slot 
14 months before lift-off. By launch day, it 
had yet to complete the second stage. 

The coordination process can take years 
and cost dearly. AsiaSat recently endured 
30 meetings to solve a dispute with Thai- 
land's Shinawatra Satellite Co. The two es- 
sentially agreed to trade slots. Tonga and 
Indonesia resolved a nastier spat by agree- 
ing to share an orbital slot and living with 
some interference. 

Disruption to Apstar-1’s signal is nearly 
certain, industry executives say. This could 
render several of its transponders useless. 
Without repositioning either satellite, tech- 
nical adjustments to power, frequencies 
and antenna orientation would limit the 
damage. 

During talks with Rimsat after Apstar- 
175 launch, APT agreed it would go ahead 
and test Apstar-1 in its original, problem- 
atic slot. Many analysts suspect a settle- 
ment is in the works, whereby APT would 
pay Rimsat to move its satellite or let 
Apstar-1 take another position. 

With some 14 new satellites planned 
over Asia in the next two years, there could 
be a few encores of the Apstar-1 launch. 

“Ninety-nine percent of satellites com- 
plete their coordination before launchings,” 
says Claus Olms of the ITU. Referring to 
APT, he adds with a sigh: "Times are 


changing." п 
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United We Stand 


Pacific nations join forces to protect their resources 





By Rowan Callick in Brisbane 





fleets, the islands of the Pacific have 
long provided rich pickings. Tired of 


| T o Asian logging firms and trawling 


| this exploitation by powerful neighbours, 


the islanders are now fighting back. Meet- 
ing in Brisbane, Australia, their leaders 
pledged on August 2 to take united action 


| to protect their forests and fisheries and to 


develop their tourism industries. 

The unified front gives the region's 
main political body, the South Pacific Fo- 
rum, а new economic focus after 23 years 
of increasingly drifting debate. Under the 
new approach, the Forum's 15 members 


| (which include Australia and New Zea- 


land) will jointly develop codes to control 
access to their forests and seas and provide 
for sustained development. 

Much of the impetus for the concerted 


| effort came from the Australian hosts, 


whose prime minister, Paul Keating, 
chaired the meeting. Keating said the 
group would confront leading predators — 
among which are Malaysian logging firms 
and Japanese and South Korean fishing 
fleets — over their "environmental piracy." 

"Unscrupulous [timber] companies not 
only pay inadequate rates of return but 
also carry out logging practices that would 
not be tolerated in a developed forestry 
culture, he declared. And large foreign 
fishing companies don't behave any better, 
he claimed. 

Keating and the prime minister of the 


| Solomon Islands, Francis Hilly, announced 


a radical debt-for-nature swap whereby 
Australia will pay AS2 million (US$1.5 mil- 


| lion) to halt logging in the area of the 


Marovo Lagoon. The lagoon, in the west- 
ern Solomons, is one of the Pacific's most 
scenic and holds considerable tourism po- 
tential. The Solomons' timber exports, 
mostly controlled by Malaysian companies, 
amounted to US$156 million in 1993, or 
60% of the country's total exports. 

The Solomon Islands Government has 
already sought to suspend the timber li- 
cence of Silvania Products, a wholly owned 
subsidiary of Malaysian company Kum- 
pulan Emas. This move, however, isn't di- 
rectly related to the deal with Canberra. 
Hilly said Kumpulan Emas had violated 
its licence by "carrying out illegal forestry 
practices," a charge he didn't elaborate. 
Kumpulan Emas declined to comment on 
the issue until after company executives re- 


| turned from discussions with Solomons of- 


ficials. 
The Forum's other timber producers — 
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Australia, New Zealand, Fiji, Papua New 
Guinea and Vanuatu — agreed to monitor 
log exports more closely to reduce false 
claims as to the size or grade of shipments. 
A report commissioned by Canberra and 
presented at the meeting estimated that 
some Pacific island nations are losing half 
their potential national income through 
unchecked logging exports. 

Although logging and fishing and 
prices of both commodities have increased 
dramatically over the last decade, the is- 
lands' economies have remained stagnant. 
The nations blame this partly on poor man- 
agement of their resources and partly on 
foreign cheating. They allege that foreign 
firms under-report their timber hauls or sea 
catches to avoid paying higher taxes. 

In 1993, the islands' combined income 
from fishing was a measly A$50 million — 
on a recorded catch of A$1.5 billion. Be- 











Keating: predators must stop. 


cause of widespread poaching, the actual 
catch was probably far greater. 

Under its new multilateral approach, 
the Forum plans to negotiate regional- 
access agreements with fishing nations that 
will replace the current system of ad hoc 
pacts. Only the U.S. currently has a re- 
gional treaty, paying US$18 million a year 
for five years from June 1993. Forum mem- 
bers, which together control an area of 20.1 
million square kilometres, will also define 
catch limits and devise joint monitoring 
schemes to discourage poaching. 

To boost its tourism revenues, the 
group also hopes to reorganise the 11 is- 
land airlines, which together lost A$100 
million in 1993. It also wants to develop a 
management plan for fragile coastal zones. 

Summing up the mood, Keating said at 
the Forum’s close: “There is a willingness 
to grasp the nettle on big problems.” a 


AUGUST 18, 1994 


d4V/QOOMYIV18 N318HO1 





PROPER T Y 


All the Things You Are 


Hong Kong Parkview has a hand in everything 





By Louise do Rosario in Hong Kong 


G eorge Wong knows an opportunity 
when he sees one, and he saw a big 
one on July 26. At a Hong Kong 
Government land auction, the colony's big- 
gest property-market players sat on their 
hands, restrained by uncertainty over what 
comes next for the politically buffeted ter- 
ritory. Wong, chairman of the ambitious 
Hong Kong Parkview Group, quickly 
snapped up the star property on offer, a 
205,000-square-foot site in Tai Po. The win- 
ning bid: HK$890 million (US$115 million), 
far above market expectations. 

Wong has big plans for the site. He will 
team up with Beijing's China Travel Serv- 
ice and local Lai Sun Development to build 
a residential resort complex modelled on 
Parkview's major asset, a plush, 18-tower 
complex perched atop a ridge on Hong 
Kong Island. “I want to build another Park- 
view, in miniature," he boasts. 

The new development is just the latest 
in a flurry of recent Parkview group 
projects. Four years ago the Hong Kong- 
based firm had one asset: a cruise-ship ca- 
sino plying the waters between Hong 
Kong and Taipei. 

Since then it has announced moves into 
everything from ferry services to oil explo- 
ration. Its activities are as varied as distri- 
buting Hyundai cars in Hong Kong (briefly 
using the Parkview complex's vast under- 
ground parking lots to store them) and 
building navy vessels in Britain. "I would 
like my company to become a blue-chip 
firm tomorrow," says Wong. 

Sceptics say that will take some doing. 
The Parkview group has yet to release re- 
sults for the year to March 31, but the pre- 
vious year's revenue totalled HK$218 mil- 
lion. Group earnings have been 
erratic and there is no steady 
source of cash flow apart from 
Parkview apartment rentals. It’s 
hard to tell what stock experts 
think: no Hong Kong analyst 





follows the company regularly, 225 
in part because it’s sometimes 
difficult to figure out where 210 
family interests end and where 495 
the listed company’s begin. 
Nonetheless, Parkview re- 45 
mains a company to watch. It 30 


has surprised investors in the 
past year with its ability to put 15 
together deals, especially with 
powerful mainland Chinese 
firms. “It’s a mysterious com- 
pany but seemingly able to 
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Note: Fiscal years ending March 31 


come up with big sums of money some- 
times," notes Raymond Ngai, an analyst at 
MeesPierson Securities (Asia). 

Wong and family are newcomers to 
Hong Kong’s business scene. Major deve- 
lopers in Taiwan, the family moved its 
business base to Hong Kong after a late- 
1980s bribery scandal. Hwang Choushiuan, 
the 68-year-old founder and father, is said 
to call the shots. Eldest son George (born in 
Hong Kong, he prefers the Cantonese ren- 
dering of the family name; the others pre- 
fer Hwang) manages business at the Hong 
Kong headquarters. His brothers — Victor, 
Tony and Richard — run Parkview’s busi- 
nesses in China and elsewhere. 

The cost of building Parkview, carved 
out of park land in the mid-1980s, brought 
the company to its knees and left the 
Hwangs with a strong aversion to debt. 
Since then, however, the complex has be- 
come a local symbol of luxury living as well 





It all started here. 
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Turnover has soared at Parkview; profits haven’t 
HK$ million 


HK$ million 
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Source: Hong Kong Parkview Group 


as a flagship for the family, which has used 
the cash to build a fledging business em- 
pire. In 1990, the Hwangs acquired a con- 
trolling stake in listed Ming Ren Investment 
& Enterprises, a small leasing firm, for 
HK$60 million. Two years later, they in- 
jected HK$1.24 billion of family assets — 
three of the 18 Parkview towers — and gave 
it a new name. (The family still controls 
60% of the multi-billion dollar property.) 

The family's business in Hong Kong has 
expanded at a dizzying pace, and raised a 
few eyebrows in the process. In 1990, it 
launched an aborted HK$8.62 billion take- 
over of two high-flying firms, Evergo In- 
ternational and China Estates Holdings. It 
has spent several years writing down 
losses from the Coral Princess, a cruise ship 
acquired in 1990. The group posted a net 
loss of HK$19 million in the last reported 
fiscal year. Wong promises that the group 
will report ^a handsome profit" for fiscal 
1994. There may also be a dividend, he 
says, the first full-year payout since 1990. 

Meanwhile, the Hwangs aren't stand- 
ing still. They plan ferry services linking 
the territory with Macau, the nearby 
Portuguese colony, and already have a 
service running to China's Shenzhen air- 
port. They've also acquired 20% of a 
US$500 million theme park near Tokyo, 
and plan to redevelop a defunct power sta- 
tion in London. 

The group's China projects look like the 
work of restless investors keen to sign con- 
tracts but without a central strategy. It 
plans to build five hotels in major Chinese 
cities, a shipbuilding facility in Hainan and 
a 35-hectare, multi-purpose project in 
Shanghai — that one too modelled on the 
original Parkview complex. 

Last August, Parkview sold 20% of its 
equity (at HK$253 million) to Unipec, a 
joint venture of China's two top oil corpo- 
rations. A few months later, the connection 
paid off. The family — not the public cor- 
poration — won rights to explore five oil 
concessions in the East China Sea, even 
though they know little about oil explora- 
tion. Some analysts speculate the Hwangs 
will eventually sell their rights 
to foreign investors once they 
get all the necessary approvals 
for exploration. 

Sceptics, however, say in- 
vestors should not overstate the 
family's China connection. 
Many other firms also appear 
to have influential China 
friends without any apparent 
benefits, analysts say. Unipec's 
interest in Parkview doesn't 
guarantee success in the oil 
business, a capital-intensive en- 
deavour in which luck counts a 
lot. “We have to be very care- 
ful,” admits Wong. "It's a very 
new business for us. We are 
taking onestepatatime" ш 
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We Are 
Not Amused 


Indian MPs fume over 
stock-scandal report 





By Sucheta Dalal in Bombay 





t wasn't supposed to end this way. In 

December, a joint committee of India’s 

Parliament issued a report criticising 
seven government ministers, including Fi- 
nance Minister Manmohan Singh, for their 
role in the country’s 1992 securities scan- 
dal. The committee recommended sweep- 
ing penalties, including suspending the li- 
cences of banks implicated in the US$1.3 
billion scam. The government was given 
six months to follow up. 

On July 26, the Finance Ministry issued 
an “Action Taken Report” detailing what 
it has done. The result falls far short of 
what the committee wanted. The ministry 
proposed fines totalling a modest Rs 1.5 
billion (US$48 million) for 20 banks (nine 
of them foreign). Moreover, say opposition 
legislators, it whitewashes the govern- 
ment’s own role in the scandal, which 
many blame on lax oversight or outright 
corruption. Opposition MPs immediately 
boycotted the current month-long session, 
many quitting their committees. Others 
demanded Singh withdraw the report. He 
threatened to resign instead. 

There's probably more bluster here than 
real outrage. The opposition clearly wants 
all the political mileage it can wring out of 
the issue. A general election must be held 
by 1996, but Prime Minister P. V. Nara- 
simha Rao hints it will come in mid-1995. 
The Bharatiya Janata Party, disappointed 
in recent state elections, hopes public out- 
rage will work where Hindu nationalism 
seems to have failed. 

The setting for all this posturing is the 
scandal that broke in April 1992, when the 
public learned that colluding bankers and 
brokers, using inside information and 
money illegally diverted from interbank 
securities, were playing Bombay’s then- 
booming stockmarket. News of the scam 
sent share prices tumbling, bankrupting 
thousands of investors. Several brokers 
ended up in jail, amorig them alleged mas- 
termind Harshad Mehta. 

The government ordered investigations 
by at least three different agencies. A Re- 
serve Bank of India committee produced 
six comprehensive reports, but since the 
central bank’s own supervisory diligence 
was under question, they achieved little. A 
Central Bureau of Investigation (CBI) probe 
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Singh: not one to back down. 


brought a series of highly publicised ar- 
rests and raids, but the CBI had little real 
understanding of the complex financial 
markets involved. Finally, a 30-member 
Joint Parliamentary Committee (JPC), rep- 
resenting every major party, conducted a 
19-month inquiry that produced last De- 
cember's recommendations. 

The result has been a morass of confu- 
sion. No one is even sure how much has 
been bilked. Estimates range from Rs 3.6 
billion to Rs 8.4 billion. Little wonder, then, 


that few are happy with the Finance Minis- | 


try's report. It concludes that allegations of 


negligence against it and the Reserve Bank | 


were unwarranted, and that neither Singh 
nor other ministers criticised by the JPC 
were responsible for the conduct of gov- 
ernment companies under the purview of 
their ministries. 

The report concedes there were sys- 
temic violations of Reserve Bank regula- 
tions, but says these began under the pre- 
vious government. The ministry promised 
another inquiry into allegations of shady 
loan procurements by a company con- 
nected to Prime Minister Rao's son. But it 
was silent about allegations of bribery lev- 
elled against Rao by broker Mehta. 

Shaken slightly by Parliament's hostile 
reaction, the Congress government sought 
a compromise that might assuage the op- 


position. But Finance Minister Singh, while | 


willing to modify some language in the re- 
port, stood by its substance. In Bombay, 
meanwhile, investors paid little heed to 


Parliament's bickering, and stock prices | 


have more than regained the ground lost 
in the scandal's wake. Many players would 
like to move on. 

^We have to learn to put things behind 
us," says Deepak Parekh, chairman of 
Housing Development Finance Corp. 
"There have been as big or bigger scams 
around the world but people have been 
punished, the regulation tightened up, EM 
they're back in business." 
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Giordano chief buckles to 


| Beijing — for now 





By Louise do Rosario in Hong Kong 


C hina has long charmed Hong Kong 
businessmen with appointments to 
advisory boards and the lure of 
handsome profits on the mainland. Now it 
has shown that there will be sanctions for 
those who won't play by Beijing's rules. 
Media-and-retail magnate Jimmy Lai is 
the man Beijing has chosen to show it has 
teeth. Lai stepped down as chairman of 
clothing chain Giordano, and relinquished 
his controlling voting rights, following the 
forced closure of Giordano's Beijing store 





| on August 8, apparently in retaliation for 


Lai's criticism of China's leadership. 

Lai, one of Hong Kong's most famous 
entrepreneurs, founded the 738-outlet 
Giordano chain and Next Magazine, Hong 
Kong's best-selling weekly. While analysts 
ponder what his departure means for 
Hong Kong's commercial independence, 
some close to the firm say it may be a com- 
mercial blessing in disguise — and not 
only for relations with Beijing. 

There are rumblings of dissatisfaction 
within management ranks, highlighted by 
the as yet unannounced resignation of Paul 
Kua, head of the firm's China operations, 
in part out of frustration with Lai's man- 


| agement style. Those familiar with Gior- 


dano's China operation say Lai has de- 


| manded heavy inventory for its mainland 


shops and doubled clerk salaries without 


| regard to profits. 


Lai's views, as expressed in his weekly 
column in Next, are unabashed to say the 


| least. In a recent article, he called Chinese 


Premier Li Peng "a turtle's egg with zero 
IO" and "a national shame." Earlier this 
year, the magazine reported that a Shen- 
zhen factory run by officials close to Li was 
producing counterfeit compact discs. 
Industry watchers say Giordano will 
thrive even without Lai, who remains the 
biggest shareholder, with a 36% stake. The 
firm has just reported an interim 58% in- 
crease in after-tax profit, on sales of 


| HK$1.27 billion (US$163 million). 


Giordano’s China operations, which are 
crucial to its growth, are starting to show 
modest profits. Sources say the company 
has been getting signals of displeasure 


| from Beijing, but that Lai had refused to 
| budge until now. Some say his departure 


is only a tactical retreat. Г 
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JAPAN 
Car Sales Recover 


After a three-year slump, car 
sales began to recover. Sales of 
domestic and imported cars 
rose 2.4% year-on-year in July, 
the second consecutive 
monthly gain. Analysts say 
income-tax rebates in June 
helped sales. 





CHINA 
Gatt Waiver Possible 


If China is readmitted to Gatt, 
it could be given time to meet 
the world trade body's 
standards in certain areas, the 
United States' top Asia official 
said in Hong Kong. Assistant 
Secretary of State Winston 
Lord said China is 
"somewhere in between" 
being a developing or 
developed country — a 
crucial issue in China's 

efforts to rejoin Gatt. 

Beijing claims it shouldn't be 
bound by the stricter rules 
applied to advanced 
economies. 






EUIS 


Mickey Mouse: court victory. 
Disney Wins Suit 

A Beijing court said a local 
publisher and distributor 
violated copyright laws by 
publishing children's books 
featuring Disney cartoon 
characters. The court victory 
by American-based Walt 
Disney Co. is seen as a sign 
that China is tackling 
widespread copyright 
violations. The court is 
expected to set a penalty 
within two months. 
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Car for sale: Japanese market picking up. 


Tax Breaks End 


In an attempt to boost 
revenues, China will abolish 
tax breaks for state-owned 
enterprises, Tax 
Administration Vice-Minister 
Xiang Huaicheng told the 
official China Daily. China's 
200,000 state firms, half of 
which are losing money, owed 
Rmb 16.3 billion (US$1.9 
billion) in taxes at the end of 
June, the paper said. 


МОМ Plans Casinos 


Las Vegas casino operator 
MGM Grand announced plans 
to build two resort-casinos on 
Hainan Island. The resorts, in 
the island's capital, Haikou, 
and the southern beach town 
of Sanya, would be MGM 
Grand’s first overseas venture. 





UNITED STATES 
China Firm Owns Up 


Caltex Enterprises of 
Alhambra, California, a 
subsidiary of the China 
National Textiles Import & 
Export Corp., pleaded guilty 
to evading American quotas 
on clothing imports by falsely 
labelling more than 4,000 
sweatshirts. Prosecutors said it 
was the first such admission 
by a Chinese state company. 
China exports an estimated 
US$2 billion of falsely labelled 
garments to the U.S. annually, 
customs officials say. 


SOUTH KOREA 
Corruption Probe 


Former Korea Electric Power 
Corp. President Ahn Byong 
Hwa was arrested for 
allegedly receiving US$250,000 
from Samchang, a local agent 
for Canadian nuclear reactors. 
Daewoo Chairman Kim Woo 
Joong and Dong-A Chairman 
Choi Won Suk also are being 
investigated on suspicion of 
paying bribes to Ahn. Their 
companies each received 
contracts worth about US$400 
million in 1992 to help build 
four nuclear-power plants. 





INDIA 
Airline Sues Pilots 


State-owned domestic carrier 
Indian Airlines sued four 
pilots who quit for higher-paid 
jobs with private airlines. The 
state carrier, which has lost 100 
pilots to private operators in 
three years, is expected to 
enforce a contractual clause 
giving it veto power over 
pilots who want to job-hop. 





THAILAND 


Bank Licences Likely 


Central-bank Governor Vijit 
Supinit said the four Thai 
commercial banks that have 
yet to receive offshore-banking 
licences will probably get them 
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by year-end. Bangkok Bank of 
Commerce, Union Bank of 
Bangkok, Bangkok 
Metropolitan Bank and Laem 
Thong Bank were earlier 
deemed not ready to 
participate in the Bangkok 
International Banking Facility 
(BIBF). Thai banks account for 
51.4% of BIBF lending. 





TAIWAN 
Bank Rules Eased 


The Finance Ministry ended a 
requirement that foreign banks 
have trade relations with 
domestic counterparts for 10 
years before they can open 
branches. It also scrapped 
rules that prevent them 
opening more than three 
branches a year. Foreign banks 
must rank among the world's 
top 500 in terms of assets to 
operate on the island. 





VIETNAM 
Dollar Call 


To curb the widespread use of 
U.S. dollars and stem the slide 
of the dong, Hanoi said that 
organisations must channel 
their foreign currency through 
banks from October 1. The 
Finance Ministry also plans to 
sell life insurance to try to pull 
more money into the banking 
system. 


Estimated shares of 
worldwide imports by 
region, 1992-2000 
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CHINA 


Yo-Yo Markets 


n the taxi rank in front of "Black 

Earth," Beijing's most popular Cul- 
tural Revolution nostalgia restaurant, 
cabby Yan Xingrui was euphoric about the 
rebound of China's domestically marketed 
А shares. At last he could look forward to 
some equity action in the Zhejiang Securi- 
ties trading floor across the street. Confin- 
ing himself to T-bill futures since the start 
of the year was getting monotonous. 

After shedding more than 80% of its 
value since last February, the Shanghai 
bourse's A-share index bounced back with 
a nearly 70% appreciation in a single week. 
As striking as the market's yo-yo perform- 
ance, though, was the proximate cause for 
the turnaround: a government announce- 
ment cancelling all new share issues for the 
rest of 1994. 

If that's enough to resurrect a comatose 
bourse, what does it say about the psycho- 
logy of Chinese punters? Even after the 
come-uppance of the past 15 months, it 
seems sentiment is still entirely driven by 
aggregate supply and demand for scrip, 
regardless of quality. 

Such was the logic in the glory days of 
1992 and early 1993, when ownership of 
stock — any stock — seemed a guaranteed 
ticket to limitless returns. To remedy this 
unnatural buoyancy, regulators argued 
back then, all that was needed was a dou- 
bling or trebling of the number of listed 
counters. 

Shroff worried at the time that such a 
ploy could be easily overdone, especially if 
new scrip were rolled out too fast for ad- 
equate quality control. And lo, it came to 
pass. The index plunged at the same time 
that financial disclosure standards visibly 
declined for listed counters. 

Only 75 out of 183 listed companies 
submitted acceptable annual reports for 
1993, according to the China Securities 
Regulatory Commission (CSRC). Fourteen 
had submitted no accounts at all as of mid- 
year. Yet these are the same companies that 
now enjoy across-the-board appreciation in 
the current rebound, simply because the 
supply of new scrip has been restricted. 
Seems we're a long way yet from a market 
driven by fundamentals. 

Not that the fundamentals have nota- 
bly changed. Contractionary monetary 
policy and credit restrictions are still the 
order of the day, at least nominally. Par- 
ticularly hard hit has been real estate, 
which makes up a disproportionate share 
of the asset value of many listed counters. 
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SHROFF 


What Goes Down... 





Bonds and bank savings had been the 
main beneficiaries of public disenchant- 
ment with equities during the long slump. 
Against all odds, China is well on target to 
sell down the entire Rmb 100 billion 
(US$11.5 billion) bond issue for the current 
fiscal year — more than three times as large 
as last year's languishing bond issue. 

And bank deposits rose by Rmb 293 bil- 
lion in the first half of 1994, compared with 
Rmb 169 billion a year earlier. With its cof- 
fers so flush, no wonder the government is 
jawboning the stockmarkets back up. 

An ebullient A-share market may also 
help to lure more foreign investment. At 
the same time that CSRC Chairman Liu 
Hongru proclaimed the cut-off on domes- 
tic new listings, he unveiled ambitious 
plans to float up to US$1 billion of new B 
shares, which are sold to foreigners. And 
he hinted that foreign punters might gain 
access to the A-share market as well. 

Foreigners seemed less impressed with 
these pronouncements than domestic punt- 
ers. In the same week that A shares were 
soaring, B shares posted a 2% decline in 
Shanghai. m Lincoln Kaye 


PHILIPPINES 


Slick Move 


f the strong demand for oil refiner Petron 

Corp. is any indication, "people's capital- 
ism” is thriving in the Philippines. The 600 
million-share tranche reserved for Filipinos 
was nearly 60% oversubscribed. More than 
half the investors bought only small 500- 
and 1,000-share lots, way below the maxi- 
mum 5,000 shares allowed for individuals. 
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The international tranche was even 
more popular, with the government receiv- 


: ing bids for more than three times the 300 


million shares available under the tender 
tranche. The average bid for the interna- 
tional shares was P13.82 (51 U.S. cents), a 
handsome 54% premium to the people's 
share price of P9. 

The Petron offering has amazed Manila 
stockbrokers. "I was cynical over it a few 
months back, and I thought the offer was 
too big to be absorbed by the country's 
capital markets," says Iggy Kilayco of Bar- 
ing Securities Philippines. 

Yet, there's been hardly a ripple in 
money markets despite the government's 
requirement that investors pay the entire 
subscription price up front — P9 billion for 
the fixed tranche and an estimated P13.3 
billion for the tender. Money also doesn't 
seem to have moved out of favourite 
stocks. Stockmarket prices are inching up 
and brokers now are predicting a bull run, 
with Petron as a confidence-booster. 

What made the Petron offering so suc- 
cessful? "Its biggest lesson is that there's a 
lot of savings in the country that the banks 
and the capital market have not been able 
to tap,” says Asian Institute of Manage- 
ment Professor Vic Limlingan. The combi- 
nation of a fixed-price part and a tender 
tranche was clever, analysts say. As news 
leaked out that investors were bidding as 
high as P17, individuals rushed in to get a 
piece of the action. 

The huge turnout of individuals in turn 
convinced big investors that they couldn’t 
miss out. Kilayco of Baring — the biggest 
bidder, with P7 billion tendered — says 
that most of the money for the tender part 
was foreign. “It was big enough and at- 
tractive enough for foreign fund manag- 
ers,” he says. 

No one in Manila expects Petron's 
shares to fall below P9, the price for the 
fixed tranche. The share dispersal itself is 
seen as a cushion for company shares. Bar- 
ring a repeat of end-1993, when foreign 
funds fled Asian markets, institutional in- 
vestors in Petron aren't expected to make 
short-term plays on its shares. 

Petron's only risk right now, brokers 
say, is whether the Supreme Court will rule 
that the 40% share of the company sold to 
Saudi Arabian Oil Co. in December was 
illegal. Petron officials think that the addi- 
tional 500,000 investors in the company 
puts pressure on the court to rule favour- 
ably. Limlingan, however, notes that the 
huge individual turnout debunks the gov- 
ernment's claim that the capital markets 
couldn't raise the money to buy the 40% 
stake in the company it then sold to the 
Saudis. m Rigoberto Tiglao 
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dd THE ALL NEW, COMPLETELY REVISED AND UPDATED 
CHINA PHONE BOOK & BUSINESS DIRECTORY 
1994 July - December Edition 
А vital reference for anyone interested in doing business with China 
Published semi-annually to maintain the 
highest degree of accuracy possible ... 

1994 Autumn/Winter Edition - July-Dec (Available in July 1994) 
1995 Spring/Summer Edition - Jan-June (Available in Jan 1995) 





* Over 16,000 listings of significant organizations in China 

* Lists of relevant Chinese organizations, foreign companies & joint ventures 
* Bilingual listings in English and Chinese 

* Full name, address, telephone, fax and telex number 

* Classified by provinces and categorized by major industry groups 

* Unique classified pages 
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Mail or fax to: The China Phone Book Co. Ltd., 
G.P.O. Box 11581, Hong Kong. 
Fax: (852) 503 1526 Tel: (852) 508 4408 


Please print in block letters 
Name 
Company 
Address 

















Fax 





C3 China Phone Book 1994, Autumn / Winter edition 
(available in July 1994) 


Li China Phone Book 1995, Spring / Summer edition 
(available in January 1995) 


Price: Hong Kong: HK$460 + HK$48 (postage) 
Elsewhere: US$79 (inclusive of airmail postage) 
Save 15% for purchase 2 consecutive editions 


О Bill me 


21 Fenclose in payment thereof 
(cheque payable to China Phone Book Co., Lid.) 


Û] I prefer to charge to my credit card (tick one) 
[1 Visa [1 MasterCard Û] Amex 1 Diners 





Û Bill my company: 


Card No.: 


Date Expiry : 


Signature: 
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: British Council International Seminar 


$ International finance: 

e implications for 

$ transformation and 

e development (Seminar 9497) 


e 
@ 23-Oct-94 to 04-Nov-94 
Directed by Percy Mistry and Marc Lee 


investment banks, central banks, security markets, and 
ministries of finance and commerce, trade and industry. 


Fee: £2,900 (fully inclusive). 


War era (Seminar 9498) 


22-Mar-95 to 30-Mar-95 
Directed by David Dunn and David Armstrong 
A seminar for practising diplomats and international civil 


servants; academics; journalists; civil servants; and 
management personnel from large multinationals. 


Fee: £1,490 (fully inclusive) 

For further information contact: Marketing Manager, 
International Seminars Department, The British Council, 
4264 1416214226. Fax: +44(0)71 389 4154. 


(Please quote the seminar number in ail 
correspondence.) 
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оеоеоео Council 


@ Registered in England as charity no: 209131 


€090900000000000000000000000000000 


€e€09090909090900009000000000009000000 
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A seminar for senior financial managers in commercial and 


Diplomacy in the post Cold 


Birmingham 





10 Spring Gardens, London SW1A 2BN. Tel: + 44(0)71 389 
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The United Nations Development Programme (UNDP) seeks candidates for the position of Sustainable Devel- 

opment Economist, Environment and Natural Resources Group, Bureau for Policy and Program Support (BPPS), 

at its headquarters in New York City. Many of the problems with which the world is now confronted are both 

the result and the cause of a complex interaction of economic, social, political, cultural and environmental 

factors. New approaches, innovative tools and aiternative models are needed, which will make evident the 

trade-offs between various economic policies and strategies, and which especially will highlight their real 

A : impact in terms of environmental degradation and human inequities. UNDP is now seeking an individual to 

SU stain q bl e assist the organization in its effort to carry out conceptual work in this area and to strengthen the sustainable 
I ALALIA / development economic dimension in ай of its programme operations, 


Specific duties: 


lo m C nt Assist UNDP to carry out conceptual work leading to new models and appropriate approaches to sustainable 

К я ЖАРЕ development and advise UNDP on a strategy to make sustainable development a centerpiece of the macro- 

policy work of the organization; provide technical support to field offices in the area of economics of sustain- 

E A able development, including the Identification, formulation, monitoring and evaluation of specific 

E C 0 ne an st programmes and projects in this area, and prepare technical papers on the subject; establish, bulld up and 
= AUN E maintain a network with other organizations and individuals working in this area. 


Qualifications: 


Environ nent and PhD in Economics, with at least 5 years of work experience in directly related academic and operational activ- 
ROM Y D : йез; demonstrated experience in developing and testing concepts of environmental economics and sustain- 
Natural Resources abie development. Contacts and famillanty with the work of others in this field are essential. Firsthand 
x experience in developing countries is highly desirable; published works in this area are a prerequisite. Ability to 
qui Al р. speak English fluently and write it cogently is also essential: ability to work in a second UN language. particularly 
5 E yl; French or Spanish, is desirable. 
Bureau for Policy 


Please send your detailed curriculum vitae and salary history to: Chief, Recruitment, UNDP, One United Nations 
an | Plaza, New York, NY 10017, USA, FAX (212) 906-5282. Reference: Sustainable Development Economist, BPPS 
AAC (VA/2141/94). Applications must be recelved by 15 September 1994. Qualified women cre strongly encour- 
| TIEN 7 aged to apply. We will only be able to respond to those applicants in whom UNDP has a further interest. 
rogram support 
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THE AUSTRALIAN NATIONAL UNIVERSITY 
RESEARCH SCHOOL OF PACIFIC AND ASIAN STUDIES 
DEPARTMENT OF INTERNATIONAL RELATIONS 


The Department invites applications from women and men for the post of 
Postdoctoral Fellow/Research Fellow in international political economy of 
Southeast or Northeast Asia. Further particulars are available from the 
School Secretary, Research School of Pacific and Asian Studies, telephone 
61 6 249 2678; Fax 61 6 249 4836; e-mail Pamela.Ferrar@anu. edu. au. 
Closing date: 31 October 1994 Ref. PA 27.7.1 
APPLICANTS should obtain the further particulars before applying to the 





Secretary, The Australian National University, Canberra, ACT 2600, quot- REVIEW-IN-EDUC ‘ATION 
ing reference number and including curriculum vitae, list of publications 
and names and addresses of at least three referees. PROGRAMME 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER 
The Far Eastern Economic Review 


T9 piace your sited des | d сы ы б 
fax: Hong Kong (852) 5031537 or call: | ; | bm 
8 a(S?) | For further information, contact | 
Hong Kong 5084473 Taipei 7677390 | | Fanny Fung at: | 
Singapore 2203720 Manila 8270821 | Review Publishing Co., Lid., The Review-in-Education Programme, 


25/F Citicorp Centre, 18 Whitfield Road, Hong Kong 
Tel: 5084334 Fax: 5031549 Telex: 66452 REVCD HX 


Tokyo 32932796 Seoul 2530852 
Bangkok 3326400 London 3340008 
Sydney 3639736 New York 8086618 
Jakarta 2511445 Auckland 4130561 


ParEastern Economie 








CLASSIFIED ADVERTISEMENTS 


Miscellaneous Ш Financial Services C 


Your Future In Canada 


Invest Can. $ 100,000 in one 
of our Oil & Gas Funds or 
combine an investment of 
Can. $ 250,000 with а 
Canadian Immigration Visa. 


"CANADIAN ACCESS CORPORATION 
CAL GARY, AB, CANADA 
TEL: (403) 265-7579 
FAX: (403) 266-6100 


DEGREE COURSES 


Take a Masters degree in Business 
Administration (MBA) entirely at home 
anywhere inthe world. Also Bachelor's, 
Master's and Doctorate programmes 
in Computer Science, Economics, Edu- 
cation, Engineering, International Law, 
Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 





For QUALITY 
response... 
advertise in 
this section 
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OFFSHORE 
COMPANIES 


Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available. 


BAHAMAS 

B. V. ISLANDS 
DELAWARE 
GIBRALTAR 


MAURITIUS 
PANAMA 
S. IRELAND 
W. SAMOA 
Other jurisdictions and offshore trusts available 
on request. 
ALL CREDIT CARDS ACCEPTED 
For immediate service and free 60-page 
full colour brochure Contact 
COLIN FORSTER 
Companies House, Ramsey, 
156 of Man, ЇМ99 4AN 

Тагна 624 815544 Fax: +44 624 815548 


00000000000 


PETER SIDNEY Esq 
72 New Bond Street, London WI Y 900 
Te +44 71 355 1008 Fax: 444 71 495 3017 


DIANA BEAN 
24 Rates Place, 26-04 Clifford Centre 


apore 0104 
Tek 465 535 3382 Fax: +65 535 3991 
ANDERS WADMAN, Solicitor 
Я 2402 анатка тшш. 
12 Harcourt 
Tek +852 520 0172 Fax; 4852 521 1190 
KEVIN MIRECKI Attorney at Law 
3501 Jamboree Road, Suite 2100, 
* Newport Beach, СА 82660, U.S.A. 
Tel: +t 714 854 3344 Fax: +1 714 854 6967 


ing 
Edith Cavell Street, Port Louis, Rep. of Mauritius 
Тег 4230 212 9800. Fax: +230 212 9833 
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REVIEW CLASSIFIED 
ADVERTISEMENTS 


Cost: 
Column Width: 


US$ 84 per column centimeter 


1 column 
2 columns 


41mm 
88 mm 
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ES UNIVERSITY OF LONDON 
`7 CENTRE FOR INTERNATIONAL EDUCATION IN ECONOMICS 
Degrees and Diplomas by Distance Learning 


The Centre for international Education in Economics in the University 
of London offers the following Postgraduate Programmes: 


Diploma in Economic Principles 
MSc and Diploma in Financial Economics 
MSc in Financial Management 
Diploma in Financial Policy 


These courses are well-supported in the distance learning mode by: 


* specially written course units, all textbooks and published articles 
* tutorials by phone, fax or email 
their other advantages include: 
* being able to study wherever you are, even when you travel 
* a course calendar which can be adapted to suit your personal 
needs 


Whether a knowledge of economics is necessary in your career, or you 
wish to enhance your understanding of the modern world, 


FOR A PROSPECTUS AND AN APPLICATION FORM, OR TO ASK 
QUESTIONS, CONTACT: 


Richard Arnold or Rita Krishna, Student Advisers 
Centre for international Education in Economics (FEER1) 
University of London, Thornhaugh Street 
London WC1H OXG, UK 
Tel: 44 (0) 71-323 6366 or 44 (0) 71-323 6342 Fax: 44 (0) 71-637 7075 
email r.arnold@CLUS1.ULCC.AC.UK 


When you need important infor- 
mation, you invariably want it fast 
and accurate. The Review Index ena- 


“WHO WAS 


BEHIND 
THAT COUP 
ATTEMPT 
LAST YEAR?” 


bles rapid access to the most re- 
spected Asia-Pacific information 
source: The Far Eastern Economic 
Review. Everything published 
during the preceding quarter, by 
country, subject and date is detailed 


in the Review Index. 


This essential research tool also includes a cumu- 


3 columns 133 mm 
4 columns 183 mm 
Column Depth: minimum 30 mm, maximum 230 mm 


lative annual edition. End hours of needless search- 
ing. Subscribe now and receive your Review Index 
four times per year, including the cumulative annual 
at US$75 per year. 
Standard Units: 
1/4 (v) page 
1/4 (h) page 
1/2 (v) page 
1/2 (h) page 
Full page 


US$ 1932 
US$ 2016 
US$ 3864 
US$ 4032 
US$ 7728 


(230 x 41 mm) 
(120 x 88 mm) 
(230 x 88 mm) 
(120 x 183 mm) 
(230 x 183 mm) 





For more information, please contact the: 
Classified Advertisement Manager, 

Far Eastern Economic Review, 

25/F, Citicorp Centre, 

18 Whitfield Road, 

Hong Kong. 

Tel: 5084473, Fax: 5031537 























By Gordon Fairclough 


wo drummers break the silence. 
| They are Akha people from Thai- 
land's northern mountains. The 
music in the Bangkok recording studio 
swells as Muslim kettle drummers from 
Narathiwat, on the Malay peninsula, join 
in. Todd Lavelle sways with the beat. Eyes 
closed, head back, he sings: "It runs 
through the paddy, it beats through the 
grain, shifts with the seasons, boogies with 
the rain . . . dance to the rhythm, the 
rhythm of the earth." 

Lavelle, a 31-year-old American singer, 
is compiling his third recording, this one 
featuring traditional Thai music. He's 
been collecting material for two years, 
videotaping local artists’ performances 
and recruiting musicians: players of the 
kaen — an oversized mouth organ — from 
the northeast, flautists from the north, 
percussionists from all parts of the coun- 
try. Says Lavelle: "I want to record peo- 
ple's cultures." 

The album, Rhythm of the Earth, chroni- 
cles changes that economic development 
has wrought in the lives of the Thai peo- 
ple and their land. In a reedy voice remi- 
niscent of the American folk singer Pete 
Seeger, Lavelle celebrates the richness of 
rural life. “There’s a beauty of depth to 
life in the village,” Lavelle says. “In the 
city, life becomes so homogenised.” 

Today, many Thais lament the loss of 
their traditional culture. But, says Lavelle, 
“it’s all still there if you look for it.” He 
sees Thailand’s young people as the 
keeper of the flame, a belief echoed in a 
refrain on his album: “Culture lives in the 
strength of youth.” 

Lavelle enlisted many teenage musi- 
cians for Rhythm of the Earth. Sarongsri 
Yaakob, a 14-year-old high-school student 
from Narathiwat, came with his father, 
brother and uncle. He may listen to pop 
music with his schoolmates, Yaakob says, 
but he performs the songs of his ances- 
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PROFILE 


Todd Lavelle 
Thailand 





Striking a Chord 


American Fulbright scholar-turned-singer records 
Thailand's musical culture 


tors. "My Dad taught me to play the 
drums so we can all play together," he 
says. "This album . . . will make people 
think of the old days." 

Lavelle's music reflects village life's 
down side, too. He sings about villagers 
who have lost their traditional livelihoods; 
racial prejudices, and the frustration and 
confusion of young people growing up 
in Thailand today. One song tells the story 
of a discontented teen in the southern city 
of Nakhon Sri Thammarat who takes up 
motorcycle racing to vent his internal rage: 
“Оп my own in this lawless show, with 
those who feel the same. This hot desire 
and youthful ire that is the southern 
flame." 

Growing up in Scranton, Pennsylva- 
nia, in the United States' Rust Belt, Lavelle 
had no plans to live in Thailand, let alone 
become a celebrity here. He wanted to 
become a paediatrician. But while he was 
studying at the University of Scranton, a 
professor recounted his experiences as a 
Peace Corps volunteer in Thailand. His 
interest aroused, Lavelle decided to re- 
search Thailand's me- 
dicinal plants before 
going on to medical 
school. 

He abruptly put his 
plans on hold in the 
wake of a car crash that 
claimed the lives of two 
of his foster brothers in 
1985. Seeking an es- 
cape, he worked as an 
entertainer on board 
two luxury cruise lin- 
ers. А year later, he re- 
turned to the U.S., won 
a Fulbright scholarship 
and moved to Thailand 
to pick up his plans to 
study herbal medicine. 

Listening to live 
music in a Bangkok 
pub one night, a friend 


Lavelle in action. 
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persuaded Lavelle to take the microphone. 
His performance prompted a well-known 
Thai musician to invite Lavelle to tour 
with Caravan, a Thai "songs for life" 
band. He did, and has since developed 
strong ties with many of Thailand's top 
artists in that folk-rock protest-music 
genre. He also forged a bond with the 
country and its culture. 


| avelle's outspoken nature, quick wit 


and fluent Thai make him a popu- 

lar public speaker and frequent 
guest on TV and radio shows. He strikes 
a chord with local audiences, who know 
him by his Thai name, Todd Thongdee. 
The bearded singer, with long hair and 
neo-hippy clothes, is easy to spot on Bang- 
kok's crowded streets. Fans relish his 
frank advice on subjects no one else wants 
to talk about — particularly sex. Being a 
Westerner, Lavelle explains, “1 can say 
things that Thai people just can't say." 

Thai values stifle sex education, a seri- 
ous problem in a country where Aids is 
epidemic. But Lavelle tackles it openly, 
urging parents to dis- 
cuss sex with their chil- 
dren. "Get talking — 
you can't hide behind 
culture anymore," he 
says. 

Despite his high 
profile, Lavelle lives 
simply, in a one-room 
apartment cluttered 
with tapes and tradi- 
tional musical instru- 
ments. He'd like to re- 
turn to the U.S. some- 
day, but not to pursue 
medicine. “I want to 
tour the States with 
Thai music, give talks 
at universities," Lav- 
elle says. "I want to tell 
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And the results are more quickly achieved. That's 
why Amoco Chemical is energetic in its efforts to 
assist customers and joint venture partners to attain 
success. Amoco Chemical Company is a $4 billion 
(US) petrochemical firm that operates with a 


WHEN SKILLS global network of representa- 
tives and distributors. We are 
ARE COMBINED the world's largest producer 
of PTA (purified terephthalic 
THE EFFORT IS acid), PIA (purified isophthalic 
acid), TMA (trimellitic 
EASIER. anhydride), PX (para-xylene) and PB 
= (polybutene). We are also the third 
largest producer of РР (polypropylene) and the 
world's largest supplier of woven PP fabrics as 
well. All our major plants are ISO 9002 certified. 
Our business philosophy is this: We believe that 
our success can best be achieved by sharing 


technology and assisting our business partners 
to reach their goals. 


AMOCO 
V | 0877, 


Amoco Chemical Asia Pacific 


2 chemistry night at Amoco.. 


То learn more about our, `7 To learn more about business 
products, contact: partnerships, contact: 

Amoco Chemical Asia Pacific Amoco Chemical Asia Pacific 
Marketing and Sales E Venture Development 

16th Floor | 17th Floor 

Great Eagle Centre Great Eagle Centre 

23 Harbour Road 23 Harbour Road 

Wanchai, Hong Kong Wanchai, Hong Kong 
Telephone: (852) 586-8899 Telephone: (852) 586-8899 
Fax: (852) 827-1609 Fax: (852) 507-5603 


21994 Amoco Chemical Asia Pacific Limited Other offices in Beijing; Tokyo, Bangkok, Singapore and Sydney. 








COMMUNICATIONS HIGHWAY 


Info highway hits the roads in Taiwan 


d an 'infor- Ке» 


will merge computers oa | 
and optical fibres to m 


stream images and 


a network of TV-cam- 






eras and .fibre-optic 
communications links — 
constantly monitors 
traffic and feeds the 
data into our homes & information to the 
and offices. Today, | central office. With 
similar technology is the help of four main- 
already hard at work on frames, controllers can 
Taiwan's crowded road- quickly unsnarl traffic 
ways. An NEC Central jams. C8C technology 
Monitoring and Control — paving the way to 


System — comprising a better future. 
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LETTERS 


All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503 1530. 





Flighty 

In your July 28 editorial, Sacred Cows, 
there seems to be some confused think- 
ing in attempting to establish a direct re- 
lationship between the desire of the OAA 
airlines to negotiate more equitable agree- 
ments with the United States for air-traf- 
fic rights and the cost of air travel for the 
public. 

It is simply untrue that the Asian car- 
riers are not looking for increased access 
to the U.S. market, including its domestic 
market; they are, as part of balanced 
agreements that provide equality of op- 
portunity. So long as the U.S. takes the 
inequitable arrangements enshrined in 
current agreements as a starting point for 
negotiation, however, there is no chance 
that U.S. carriers will be granted more re- 
gional rights which further unbalance the 
economic opportuni- 
ties available to each 
side. Most importantly 
from the consumer 
viewpoint, it has yet to 
be demonstrated that 
in those regional sec- 
tors where U.S. carri- 
ers currently operate 
— such as Hong 
Kong/Tokyo — they 
have added anything 
in terms of price, qual- 
ity of service, innova- 
tion or seat availability 
in peak season. 

Turning to cost, I 
am not sure to which 
Merrill Lynch study 
you are referring, but 
it would be simplistic to compare seat- 
mile costs of narrow-body operation over 
U.S. domestic sectors with wide-body op- 
eration over international sectors; com- 
parative studies of seat-mile costs are 
valid only if they compare similar aircraft 
operating over identical sectors. On this 
basis, International Civil Aviation Organi- 
sation figures show that Asian carriers are 
highly competitive. Of course, given its 
operating environment Japan Air Lines 
will have high seat-mile costs, while a 
carrier based in Southeast Asia, such as 
Singapore Airlines (51А) or Malaysia Air- 
lines (MAS), will have relatively low costs. 
But it is a fallacy to assume this means 
"higher ticket prices or higher taxes" for 
the "hapless Asian air traveller" if he trav- 
els on JAL. 

. The Japanese carriers have to compete 
in the Asian marketplace with others such 
as SIA, MAS and the U.S. carriers, and costs 
cannot simply be passed on to the con- 
sumer or taxpayer. The people who re- 
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Enough competition to go around. 


ally pay the price or reap the reward of 
differing cost levels are the shareholders. 
RICHARD T. STIRLAND 

Director General 

Orient Airlines Association 

Manila 





Publish or Perish 
I read with alarm your August 4 [ARTS & 
SOCIETY] article Pushing the Limits. 

The Her World I worked with was the 
Malaysian-based monthly, not the Singa- 
pore-based monthly. I left Her World on 
the best of terms, realising that after more 
than 30 years, the magazine had estab- 
lished itself. I value the time I had there 
and the friends I made. 

I regret that the article played up as- 
pects of our magazine which we see as a 

by-product of Men's 
* Review as a man’s 
magazine, rather than 
the aspects in which we 
take pride and would 
like to be known for: 
photography, illustra- 
tions, layout, and a bal- 
ance of serious and en- 
tertaining stories. 

We have been on 
the market for only 11 
months (our August is- 
sue is the 11th), and we 
do test new ground 
editorially. Our reader- 
ship is well-heeled and 
highly educated, and it 
would be an insult to 
offer them the mun- 
dane. But we have not intentionally gone 
out of our way to antagonise the powers 
that be. You quite rightly point out that 
Men's Review editorial staff insist they 
don't linger over saucy language or dwell 
on the fantasies of adolescent men. 

We like to think that we understand 
the sensitivities the government seeks to 
protect in a mixed country such as Ma- 
laysia. We take pride in being Malaysian, 
and Men's Review is a magazine for Ma- 
laysians put together by Malaysians. 

FARIDAH STEPHENS 
Publisher 

Men's Review 
Kuala Lumpur 





Religious Influence 

I read your July 14 cover story Overseas 
Chinese: Why They Stay Overseas De- 
spite China's Reforms with great inter- 
est, but note that no mention is made of 
the role of the Spanish missionary friars 
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and the Catholic Church in what is today 
probably one of the best integrated sec- 
tions of the Overseas Chinese in South- 
east Asia: the Philippines. 

Spain was the only European colonial 
power that strongly emphasised the con- 
version of the native population in its 
colonies. The Chinese who came to the 
Philippines brought almost no women, 
and friars took a dim view of concubinage. 
The solution was for the Chinese immi- 
grants to convert and marry, which many 
did. There were also economic advantages 
in doing this in the form of lower tribute 
rates and other privileges. 

It is important to note that the first Fili- 
pino saint in the Catholic Church, St. 
Lorenzo Ruiz, came from such a union. 
On being baptised, the Chinese immi- 
grants took on Christian first names-and 
either Hispanicised their surnames by 
combining these into one word (e.g., 
Cojuancos) or adopting the surnames of 
their sponsors. Furthermore, as Spaniards 
in general did not have the aversion to 
marrying non-Europeans that other West- 
ern colonisers did, we see numerous mar- 
riages between Spanish men and Chinese- 
Filipino women. Many of the old families 
of Spanish origin in the Philippines today 
have Chinese and Filipino ancestors, all 
of whom, while not forgetting their Span- 
ish and Chinese roots, consider them- 
selves principally Filipinos. 

PEDRO M. PICORNELL 
Manila 





Loose Talk 
Further to your article Tongue-Tied [June 
30], I would like to point to the example 
of Singapore. Teaching here is done in a 
second language, English. Then, for Chi- 
nese students, it is compulsory to take the 
mother-tongue language; here it is Man- 
darin. The trouble is that even for the ma- 
jority of young Singaporeans of Chinese 
descent, the mother tongue is not Man- 
darin but Hokkien, Teochow, Cantonese, 
etc. And more and more young Singapo- 
reans are now speaking in English and 
one other compulsory language, which 
might be Mandarin, Malay or Tamil. 
ERNIE OEI CHOON GUAN 
Singapore 
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EDITORIAL 


Sticks and Stones 














Giordano's Jimmy Lai runs afoul of Beijing 


tile takeover. Hong Kong entrepreneur Jimmy Lai, 
founder of the Giordano chain of clothes stores, writes a 
column critical of China. China’s Foreign Trade Ministry 
closes down the Giordano shop in Beijing for “licensing” 
reasons. To placate Beijing, Mr. Lai resigns from his com- 


| n another place at another time, it would be called a hos- 


and the closing of Giordano's Beijing branch. 


Giordano's management crisis was set off by Mr. Lai's : 
July 22 column in Next, which he founded as a reaction to — 
. tional inspectors to Jimmy Carter's more recent declaration 
most popular magazine. In this column Mr. Lai called Chi- - 
nese Premier Li Peng a “turtle egg” (in Chinese, slang for - 
- linquishing any bombs it may have already made — North 
that he would “drop dead.” In short order Mr. Lai's month- - 
old shop on Beijing’s Wangfujing Street was ordered closed, - 
© scepticism. According to the terms of a deal struck in Ge- 
: neva, North Korea would freeze its nuclear programme and 


Tiananmen Square and has since turned into Hong Kong's 
questionable parentage) and wished, among other things, 


and Mr. Lai was huddling with lawyers over how to sal- 
vage Giordano's business prospects in China. 


There is no small irony here for those of us who remem- - 
, tion Treaty (NPT). In return the United States would begin 
_ steps leading to diplomatic recognition of North Korea and 


ber that in the debate over Hong Kong Governor Chris Pat- 
ten's political reform package, Beijing did not exactly play 


by the Marquis of Queensberry rules. The Bank of China's | 
Hong Kong branch, for example, did not suddenly find its 
doors shut because of “licensing” problems when certain — 
Chinese publications directed their own choice epithets at - 
Mr. Patten (“criminal,” “petty thief,” “strutting prostitute," - 
to name but a few). Such a move, of course, would have | 
© again there has still been no agreement on the key issue: 
_ International Atomic Energy Agency (IAEA) access to the 
| two suspected nuclear-waste sites. There also remains the 


been unthinkable in Hong Kong, if only because its authori- 
ties know what kind of signal this would send to investors. 
Then there is Mr. Lai’s column itself. Most of the cover- 


age has played up the name-calling. But Mr. Lai also raised { 
a number of substantive points, particularly with regard to — 
| Ju explained that all these outstanding issues will be solved 
` once it had established "trust" with both the U.S. and the 


Communism's attempt to arrogate for itself command over 
the human soul. It was precisely this kind of moral corrup- 


tion, he suggested, that has found its physical embodiment | 
in Li Peng. Calling for Mr. Li to, ahem, drop dead was - 


surely rude, but such language, born of frustration, is more 


understandable in the context of a political system where | 
critics cannot simply urge that leaders be voted out of office. 1 


One reason the British managed to rule Hong Kong as 


successfully as they have is that at least they sought to culti- - 
` relations with Pyongyang before Kim Jong П agrees to open 


vate public opinion rather than strangle it; within such a 
system honest and autonomous voices have given invalu- 


able airing to public grievances. Beijing, alas, has taken the | 
` an unconscionable gamble with millions of lives. z 


opposite tack, judging from its Long March through any 


| Hong Kong institution that looks like it might make even 
| the slightest show of independence, from the Legislative 


Council to the General Chamber of Commerce. With every 


. passing year, the Hong Kong that China stands to inherit 
` has fewer such voices raised on behalf of its freedoms — 
. and fewer still like Mr. Lai willing to pay the price. n 
pany and promises no longer to vote his shares. As it hap- - 
pens, the main beneficiary is China Resources — à wholly | 
owned subsidiary of this same Foreign Trade Ministry — . 
which, as one of the two main shareholders after Mr. Lai, | 
stands to gain effective control over Giordano. Foreign Trade _ 
Ministry officials deny they have used this incident to boost | 
China Resources’ control, but then they have also denied | 
any link between official displeasure over Mr. Lai's column : 


Pyongyang's Deal 


Read the fine print 


otice anything strange about all those "break- 
N throughs” reached with North Korea? To begin with, 
they are spotted with astonishing regularity. Already 
this year we have had several breakthroughs, from the Feb- 
ruary announcement of an accord reached with the interna- 


of peace-in-our-time. Yet when it comes to the nitty gritty — 
opening its two suspected waste sites to inspection and re- 


Korea balks and it’s breakout, not breakthrough. 
We thus greet news of yet another agreement with some 


agree to live within the limits of the nuclear Non-Prolifera- 


help construct two light-water nuclear reactors to help meet 
the North’s energy requirements. And now South Korean 
President Kim Young Sam has jumped in with an offer to 
help foot the US$4 billion cost for the two reactors. 

But before anyone reaches for the champagne, it's worth 
going over the fine print. And there you will find that once 


issue of any nuclear weapons the North may have already 
produced. Deputy North Korean Foreign Minister Kang Sok 


IAEA. 

Our own view is that Mr. Kang has things exactly back- 
wards. It is neither Washington nor the IAEA whose inten- 
tions are under question. It is North Korea's. For years North 
Korea has violated its commitments under the NPT in active 
pursuit of a nuclear bomb. If Mr. Kang’s interpretation is 
correct and the Americans have indeed agreed to sweeten 


all its suspect sites to outside inspection, then what the U.S. 
has reached in Geneva is no diplomatic breakthrough. It is 
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When It Comes To Express Delivery, 
Big Heavy Freight Carries The Same Weight 
As Small Light Packages. 


“м 


E 
Р 


s 


Р; 
| 


"n 


4 


SNS 

^e ^. TA 

e 4 SS 
+s ANS 


аъ а аъ ъъ + 


cee р: 


At Federal Express we take a highly 
balanced view of all we do. 

Which is why we believe in 
shipping heavy freight with the 
same efficiency and speed as smaller 
pac kages. 

Simply because that's the way 
the real world operates. For example, 
what good is shipping a customer's 


Asia Pacific : Australia 1-800-021-021 
e Philippines 831-0109 • 5 
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software across quickly because it's 
light, if we delay his hardware 
because it's heavy? 

Of course this kind of commit- 
ment has to be backed with a strong 
support structure of resources 

Like the daily flights we operate 
out of major airports across Asia 
that link up to a fleet of over 45( 


120-003200 + Korea 02-333-8000 • 
ım 290-747 Middle East 821-821 


Federal Express aircraft worldwide 

So, no matter how heavy or 
light, your shipment always gets 
airborne and you're assured of a 
time-definite delivery 

The next time you have а 
shipment, instead of weighing up 
the alternatives, just pick up the 


phone and give us a call. 


800-6363 +N 
it 564-0677 


-800-733-339 


u 703-333 « 
b oin 530-440 


We Snip IT All. 
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Nanjing 
Massacre? 
Comfort 
Women? 


Japanese 
Still Battle 
Over Second 
World War 














COVER STORY 


early 50 years since World War II 
N ended, Japan remains divided over 
its conduct in the war — witness the latest 
ministerial upset. How the debate is 
resolved will profoundly affect Japan’s 
relations with Asian neighbours, as well as 
its ability to play a global role matching its 
economic clout. Tokyo correspondent 
Charles Smith recounts the issues, the 
hesitant efforts to tell schoolchildren more 
about atrocities committed by Imperial 
Army troops, and the persistence of a 
researcher who has unearthed new details 
of the Nanjing massacre. Page 22. 


Cover photo by Douglas Fisher/The Image Bank 
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Increasing 
efficiency by 
more than 2096 


Efficiency - a magic word in power genera- 
tion. Greater efficiency means using fewer 
resources, and that in turn is a plus for the 
environment; emissions are reduced and our 
resources conserved, so thermal and electric 
power are generated with minimum environ- 
mental impact. New processes and options 
from Siemens are opening up new perspec- 
tives — in terms of cost-effectiveness, too. 


Greater efficiency with combined cycles 

Our unfired combined-cycle (GUD®) plants 
have already achieved a 52.5% efficiency 
with natural gas fuel. For example, the Ambarli 
station in Turkey achieves an efficiency more 
than 20% higher than the maximum attained 
by conventional coal-fired steam power plants. 





Brighter future for coal 

Advanced gas turbine technology for GUD 
plants has also helped us to open up new 
perspectives for coal-fired power plants. By 
producing fuel gas from coal, we are able to 
achieve efficiency levels significantly higher 
than in conventional coal-fired power plants. 





Clean energy 


Only cost-effective, clean power generation 
will be able to meet the growing worldwide 
energy demand while conserving resources. 
We are committed to putting this principle 
into practice. In all fields of power plant 
engineering we design, develop and supply 
state-of-the-art systems, equipment and turn- 
key plants tailored towards pollution control 
and higher cost-effectiveness. 


A96001 - U01 - Z316 - X- 7600 


Committed to the future. 
Siemens Power Generation | 





Siemens AG, Power Generation Group (KWU), Freyeslebenstr. 1, D-91058 Erlangen, Germany Я 4 
or contact the Siemens office in your vicinity Blading of a gas turbine 
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Money. 
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| Never risk missing an issue of the Review, Asia's * 
t business newsweekly, by subscribing today. 1. Peer ener 
_ Published since 1946, the Review is the world 
| authority on Asian current affairs, business, 
; economics and investment. 


, Asia 1994 Yearbook 
_ Published since 1959, the Review Yearbook is В 
. the indispensable guide to the major political B 
: and economic events of the year in Asia. The ma 
: 1904 edition, US$46 in hardback, US$34 in. B 

> paperback, includes coverage of 32 countries. 
i Subscribers to the Review receive a 20% 


| All-Asia Travel Guide call | 
, Never take a business trip or vacation without | | 
* your copy of this travel guide to 26 countries in MESA 
| Asia, This 16th edition, US$23.95, includes а | | 
| new section on business do's and don'ts. it is GUIDE 
: B 


| discount. Add US$6 for shipping outside of Hong Kong. 
: China Trade Report 

, This monthly newsletter has the latest inside 
| information on trade and investment in this 
| dynamic emerging markel. Edited by Review 
| journalists, China Trade Report provides the 
: information that no one who does business in 
| Chinacan afford to miss. Twelve issues ayeatfor + 
| US$425. Subscribers to the Review receive а 5% discount: 
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| Far Eastern Economic Review on Air р 
_ The Review's daily half-hour television show is AN PAN 

: broadcast on satellite network Asia Business 
| News. Review correspondents and editors discuss a topic in the 
: news with expert guests. Nury Viltachi tells his on-air Travellers’ 
: Tales. The show, moderated by ABN's Martin Soong, airs at 12:30 
` pm. 8 p.m. and 10:30 p.m. Hong Kong time. 


discount. Add-US$8 for shipping outside of Hong Kong. 
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In Other Words 





* Police should be able to 
live on their current salaries 


as long as they don't drink 
Baht 5,000 (US$200) wines CAUT ION 
with their meals. ” A BY OFFICIAL 


Thai Prime Minister Chuan Leekpai, 

urging top police officers to give up 

expensive habits and live within their 
means. 


“If violence really grows 
out of control, | will only have 
one solution left: quit. " 





MALAYSIAN ORDER 








The exiled Dalai Lama, who has ruled out 
NEWS ITEM: THE MALAYSIAN GOVERNMENT BANS THE MUSLIM RELIGIOUS SECT, 


violence to e settlers from AL-ÁAROAM. 


“It's pretty easy to track bandits down 
once they are bright orange. ” 


A Hong Kong senior staff officer, Kerry Pearce, on the 
introduction of cash transit boxes armed with orange dye. 


* Often with shaky regimes, sales of 
Hennessey tend to go up." 


A liquor-industry official in Seoul, on the rising sales of 
cognac to North Korea. 


* The market is huge, the demand is great, 


the prospects are rosy. " 


Li Ye, an official at the People's Bank of China, on 
China's plan to issue some 200 million credit cards by 
century's end. 


“The Lord listened to my prayers. " 


Roman Catholic priest Cirilo Nacorda, returned to his 
southern Philippine parish after two months' captivity by 
Muslim extremists. 
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EMONIES COMMEMORAT NOF 


ds 
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* Asian audiences 
have suffered a TV 
diet of government 
officials greeting 
dignitaries at the airport 
and switching on new 
power plants. ” 
PanAmSat head Andrew Jordan, 


on his company's plans to offer 
Hollywood-type fare. 


“ Ours is a system that 
hands out medication to 
perfectly healthy people and 
prescribes huge overdoses 
to patients who are only 

slightly sick. ” 








Zhang Mingguang, vice-mayor of 


NEWS ITEM: REP. FERDINAND MARCOS JR. CRITICISES PLANS TO MARK THE 50TH La? 
ANNIVERSARY OF THE U.S.’ LEYTE LANDING. Corky Trinidad/Honolulu Star — Bulletin Hangzhou, on China’s welfare state. 


Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503 1530. 
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INTELLIGENCE 





Rethink Request 


Taiwan's Ministry of National Defence 
hopes to persuade the United States Con- 
gress to reconsider its rejection of a Tai- 
wanese request to lease three amphibious 
landing ships for transporting tanks and 
heavy armour. According to military 
sources in Taipei, the U.S. Senate came un- 
der pressure from the pro-China lobby in 
Washington and rejected the request to 
lease the ships, which are now in U.S. 
Navy dockyards. Greece and Turkey, 
among other countries, have received im- 
mediate approval to lease the same type of 
ships, but Taiwan was told the earliest it 
could get the replacements for its aging 
amphibious transports was 1996. 


What's in a Name? 


The Clinton administration is about to 
alter the name of Taiwan's representative 
office in America, after coming under pres- 
sure from Taiwan for many months on the 
issue. But Washington has received no sug- 
gestions from the Taipei government as to 
what the name should be, because of the 
lack of agreement in Taiwan about whether 
“China” or "Taiwan" should be used in 
the title. One Taipei lawmaker has sug- 
gested changing the name to the Taiwan 
Institute in America, whose acronym is the 
reverse of the U.S. representative office in 
Taipei. The current name of the mission in 
Washington avoids the problem entirely: it 
is called the Coordinating Council for 
North American Affairs. 


Semantic Diplomacy 


A glimmer of light has emerged in 
Washington in the talks with Japan over 
government procurement. The U.S. side is 
considering avoiding the words "substan- 
tial" or "significant" to describe the aim of 
increasing Japanese Government pur- 
chases of foreign medical and telecoms 
equipment. Instead, American negotiators 
are thinking of suggesting the word "im- 
provement” in the aimed-for foreign share 
of the market. This may overcome Japan's 
fear that the accord would repeat the prob- 
lems it has faced over the semiconductor 
agreement with the U.S. 


Aids Enigma 


Chinese epidemiologists attending the 
10th International Conference on Aids in 
Yokohama presented papers contending 
that 85% of the human immune deficiency 
infections in the country are among intra- 
venous drug users in Yunnan Province, 
mostly in Ruili County near the Burmese 
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border. Sources at international organisa- 
tions, however, say that a potentially wider 
— and more dangerous — epidemic is rag- 
ing among sex workers on the eastern sea- 
board, something the Chinese authorities 
are reluctant to acknowledge. 


Military Manoeuvres 


Current Thai Army Commander Gen. 
Wimol Wongwanich is set to pass through 
the annual military reshuffle in September 
unscathed and stay in office until he 
reaches retirement age a year from now. 
Senior military sources in Bangkok say the 
officer tipped to succeed Wimol is Lt.-Gen. 
Paiboon Emphan. An artillery officer, 
Paiboon is Wimol's handpicked army chief 
of staff, and is due to retire at the end of 
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Wimol. 


1996. Both are graduates of Chulachomklao 
Military Academy's powerful Class 5 and 
are viewed as having brought a new level 
of political professionalism to their jobs. 
One officer favoured to take over the army 
helm from Class 5 in 1996 is Lt.-Gen. 
Surayud Chulanont, a Class 12 chief of the 
special forces command. Widely regarded 
as a highly professional soldier, he still has 
nine years to go before retirement. 


Overblown Entrance 


U.S. Assistant Secretary of State for East 
Asian Affairs Winston Lord may not have 
got to see President Suharto during his re- 
cent visit to Jakarta, but Mark W. Grob- 
myer did. If Grobmyer himself was "blown 
out of his socks" at being ushered into Su- 
harto's presence, it may have had some- 
thing to with the confusion about his job 
title: “White House Liaison, Centre for the 
Study of the Presidency." Although he is a 
reputed friend of President Clinton, Grob- 
myer's day-to-day job is less than stellar: 
he manages the sister-state relationship be- 
tween Jakarta and Arkansas. 
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INDONESIA 
Labour Leader Arrested 


Police have officially arrested 
and started questioning 
Muchtar Pakpahan, head of 
Indonesia's largest 
independent labour union. He 
is being held in connection 
with riots in Sumatra in April, 
his lawyer said. Police 
detained Pakpahan, whose 
Indonesia Welfare Labour 
Union is not recognised by the 
government, in Jakarta and 
took him to Medan, scene of 
the riots that left one ethnic- 
Chinese businessman dead. 


Military Reshuffle 


The Indonesian Armed Forces 
named Maj.-Gen. Tarub as 
commander of the army's 
strategic reserves and replaced 
elite special forces regiment 
commander Brig.-Gen. Agum 
Gumelar with Brig.-Gen. 
Subagio in a reshuffle of some 
top posts on August 12. In 
other appointments, 1st Region 
commander Pranowo was 
made assistant chief of Social 
and Political Staff, and Maj.- 
Gen. Syamsir Siregar will head 
the Armed Forces Intelligence 
Agency. More changes are 
expected. 





Agum: reassigned. 





BANGLADESH 
Refugee Outflow Up 

Burma has agreed to receive 
5,000 Rohingya refugees daily 
from camps in Bangladesh. 
Until now it has accepted only 
3,000 a day. About 250,000 
Rohingyas, most of whom are 
Muslims, fled from Burma's 
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Arakan state to Bangladesh in 
1991 to escape persecution by 
the Burmese army. Burmese 
authorities have so far cleared 
about 150,000 Rohingyas in 
Bangladesh for repatriation to 
Burma. Of these, some 60,000 
have left Bangladesh. 





HONG KONG 
Disappointing Turnout 


Nominations for the first 
elections under Hong Kong 
Governor Chris Patten's 
reforms closed on August 15. 
By the deadline, 762 
candidates had put their 
names down to contest 346 
seats in the colony's district 
boards. The results will be 
disappointing for Patten; 
government officials had said 
they hoped at least 1,000 
candidates would stand for the 
September 18 polls. 





DIPLOMACY 


Hanoi-Beijing Talks 


Vietnam and China held a 
second round of talks in Hanoi 
on border issues and the South 
China Sea, where both 
countries claim overlapping 
territorial waters. The two 
sides last met in Beijing a year 
ago, where it was agreed that 
they would avoid the use of 
force to resolve border 
disputes. The four-day talks 
were led by Vietnamese 
Deputy Foreign Minister Vu 
Khoan and his Chinese 
counterpart, Tang Jiaxuan. 





TAIWAN 
Ministry Accused 


The Control Yuan, the 
government's watchdog body, 
accused the Defence Ministry 
of failing to halt information 
leaks to arms dealers or to 
tackle unfair procedures in the 
appointment of suppliers. It 
also charged Taiwan's central 
bank with paying insufficient 
attention to accounting and 
purchasing procedures. The 





Patten: incomplete victory. 


Control Yuan approved a 
report by an inquiry 
committee into arms- 
procurement policy after the 
murder of a naval officer last 
December unveiled a web of 
bribery and corruption. 





THAILAND 
Fraud Charges 


The former police chief of 
Thailand faces embezzlement 
charges in connection with the 
theft of millions of dollars 
worth of jewellery belonging 
to a Saudi Arabian prince, 
Police Director-General Pratin 
Santiprapop announced. He 
said his predecessor, Sawasdi 
Amornviwatana, currently on 
a trip to China, must appear 
for questioning when he 
returns or a warrant will be 
issued for his arrest. 





PHILIPPINES 
Church and State 


The government of President 
Fidel Ramos and the country's 
powerful Roman Catholic 
Church reached a consensus 
on what they called a 
mutually acceptable Philippine 
position at a United Nations 
conference on population in 
Cairo in September. The 
compromise was expected to 
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ease the tension between the 
government and the church, 
which are divided on the issue 
of population control. 





INDIA 
Kashmir Claim 


Prime Minister P. V. 
Narasimha Rao staked India's 
claim to all of the strife-torn 
northern region of Kashmir, 
part of which is under 
Pakistani control, in a speech 
marking India's 47th 
Independence anniversary. 
“The one unfinished task is 
that Pakistan vacate its 
occupation of those areas of 
Kashmir which are under its 
control and should form part 
of India,” said Rao. He also 
pledged to hold elections in 
the valley. 


Amnesty's Charge 


The international human-rights 
group Amnesty International 
accused the Indian 
Government of complacency 
in dealing with reports of 
torture and illegal detention in 
the state of Maharashtra. 
Amnesty said it found people 
were routinely held in Bombay 
police stations for 15-60 days 
without a record of their 
arrest. It said police denied 
lawyers and relatives access to 
prisoners, and many detainees 
were not told why they were 
being held. 


Women in Asian 
parliaments, 1993 
% MPs 

0 3 6,18 21 
China ИШЕ ЖБ 

Sri Lanka ЫШ 

Malaysia ШШ 

Thailand ERES 
Singapore 9 
Cambodia 

Nepal ES 
Japan ES 
Pakistan B 
S. Korea B 








Source: Unicef 
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Pyongyang centre: uncertainty still rules. 


The 


NORTH 


KOREA 


Pyongyang has agreed with the United States to forgo the 
reprocessing of spent nuclear fuel in return for better technology 
and diplomatic recognition. But the deal could still unravel. 





By Nigel Holloway in Washington and 
Shim Jae Hoon in Seoul 


T о strike a landmark deal over North 





Korea's nuclear programme, the 
United States has traded the past to 
buy the future. 

The future seems bright. During talks 
that concluded on August 13 in Geneva, 
Pyongyang agreed to forgo the reprocess- 
ing of 8,000 spent nuclear fuel rods taken 
from a reactor in Yongbyon if it receives 
assurances that the U.S. will arrange to pro- 
vide light-water reactors to replace North 
Korea's outdated graphite nuclear techno- 
logy. 

Whats more, North Korea will freeze 
construction of two nuclear reactors and 
seal its reprocessing facility at Yongbyon 
once it gets these assurances. In return, the 
U.S. will normalise diplomatic relations 


14 


with North Korea and reduce barriers to 
trade and investment. 

But the past remains as murky as ever. 
Despite agreeing in Geneva to abide by its 
previous international commitments over 
nuclear safeguards, North Korea remains 
far apart from the U.S. on the issue of spe- 
cial inspections of its nuclear facilities by 
the International Atomic Energy Agency 
(IAEA). The inspections are crucial to see 
whether Pyongyang has reprocessed spent 
fuel into bomb-grade plutonium in the 
past. 

“At the present time, we have never re- 
cognised special inspections and we have 
never talked about that,” Kang Sok Ju, 
North Korea’s vice-minister of foreign af- 
fairs, said after his week-long talks with 
0.5. Assistant Secretary of State Robert 
Gallucci. The U.S. negotiator, for his part, 
stressed that there would be no ultimate 
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settlement until the issue of special inspec- 
tions was resolved. 

For South Korea, that unresolved issue 
casts a dark shadow over the deal. While 
welcoming the accord as "a step in the 
right direction,” Seoul made clear it was 
not willing to forget its neighbour's nuclear 
history. In his August 15 Independence 
Day speech, President Kim Young Sam 
said that South Korea would supply the 
light-water reactor in exchange for a firm 
guarantee that the North would open its 
entire nuclear programme to inspection. 

For some North Korea-watchers in 
Seoul, however, even that conditional 
pledge represents a cave-in to nuclear 
blackmail. “Our offer to buy an expensive 
reactor for the North is the same as reward- 
ing a thug for threatening us," says an offi- 
cial who deals with security issues. 

Analysts say that successfully negotiat- 
ing diplomatic relations with the U.S. 
would likely bolster the position of Kim 
Jong П, who has still not officially assumed 
the posts of state president and party chief 
following the death of his father, Kim Il 
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Sung, on July 8. “This package deal can 
improve his chance of a formal takeover," 
says a South Korean government analyst. 
However, Seoul wants Washington to 
link the diplomatic recognition process 
with progress on North-South reconcilia- 
tion. Seoul doesn't want the North to take 
advantage of the dialogue to shut out the 
South during forthcoming negotiations 
over the replacement of the 1953 armistice 
agreement with a permanent peace treaty. 
President Kim Young Sam turned up 
the temperature on the issue in his Inde- 
pendence Day address, declaring that uni- 
fication of North and South could come 
unexpectedly, as in Germany. He urged 
South Koreans to be prepared to make the 
necessary sacrifices, apparently meaning 
that they should be ready to absorb North 
Korea in the event of a political collapse. 


hough U.S. analysts are calling the 
Geneva agreement a breakthrough, 


they warn that there are a number 
of outstanding issues that could make it 
unravel. 

Apart from the special inspection de- 
bate, there is the immediate 
question of what to do with the 
fuel rods that were taken out of 
the Yongbyon reactor, in May 
and June and left in a muddy 
cooling pond. North Korea has 
agreed not to reprocess them, but 
it has rejected a U.S. proposal to 
remove the rods from North Ko- 
rea altogether. Pyongyang has 
not responded to an offer from 
Washington to prolong the safe 
storage of the fuel rods in the 
cooling pond. 

"There is anxiety that North 
Korea could argue in one or two 
months' time that they have to 
reprocess this fuel" because the 
rods were corroding, says David 
Albright, president of the Insti- 
tute for Science and International 
Security in Washington. 

Then there is the question of the cost of 
the deal: around US$4 billion for the new 
light-water reactors. South Korean officials 
say they may have to draw part of the 
money from the state budget, which would 
make a tax increase inevitable. Reports 
from Tokyo suggest Japan may be willing 
to provide some economic aid as partial 
compensation for its colonial rule of the 
northern section of the Korean peninsula 
before 1945. Whether Pyongyang would 
accept this formula is unknown. 

Nor is it known whether North Korea 
would accept a South Korean-built reactor, 
which would mean allowing large num- 
bers of South Korean engineers and techni- 
cians into the isolated North. South Korean 
Foreign Minister Han Sung Joo said on 
August 15 that North Korea would accept, 
since it had left the choice of a reactor sup- 
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plier up to the U.S., which would offer a 
South Korean model. This would also fa- 
cilitate future integration of power facili- 
ties in the two Koreas. 

Already, power utility officials in Seoul 
are discussing the reactor problem in fairly 
concrete terms. Under consideration is a 
scheme under which South Korea would 
provide two units of pressurised-water 
reactors with a 1,000-megawatt capacity 
each. But a number of Congressmen in 
Washington either oppose transferring nu- 
clear technology to a "rogue" state or 
worry about the precedent such a deal 
would set for other countries with nuclear 
ambitions, such as Iran and Iraq. 

"Although our talks have been worth- 
while, the lion's share of work lies ahead 
of us," said Gallucci. The two sides are due 
to hold a series of meetings to prepare for 
the next round of high-level talks on Sep- 
tember 23. 

North Korea has put pressure on the 
U.S. by saying if it doesn't receive satisfac- 
tory assurances on the supply of light-wa- 
ter reactors and other issues by September 
23, it will turn the Yongbyon reactor back 





Gallucci greets Kang: cautious optimism. 


on, U.S. State Department sources say. The 
U.S., which doesn't want the reactor pro- 
ducing any more spent fuel for processing, 
has replied that if Yongbyon goes on, the 
deal is off. 

If the U.S.-North Korean nuclear deal 
succeeds, analysts in Washington say, it 
could draw the North out of international 
isolation and lay the foundation for peace- 
ful reconciliation of the two Koreas. "If 
they get it, it will be the biggest foreign- 
policy success of the Clinton administra- 
tion," says Robert Manning, a senior fel- 
low at the Progressive Policy Institute. 

If the agreement unravels, however, it 
could undermine the succession bid of Kim 
Jong Il. President Bill Clinton and his nu- 
clear non-proliferation policy would also 
be badly weakened. And it could push the 
U.S. and its allies back to the brink of 
armed confrontation with Pyongyang. юш 
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NORTH 


In the 
Dark 


Ordinary citizens ignorant 
of nuclear confrontation 


KOREA 





By Hans Vriens in Pyongyang 


ho won the World Cup soccer?" 
W: the first question our North 

Korean minders ask upon this re- 
porter’s arrival at the Pyongyang railway 
station. 

This year’s competition was the first 
World Cup to be televised in North Korea. 
But the broadcasts were halted at the quar- 
ter-final stage when “Great Leader" Kim Il 
Sung died of a heart attack in July. 

"Since then everybody in the streets 
talked of nothing but the World Cup. Who 
made it to the final and who 
won the cup? There are all kind 
of rumours, but nobody knows 
for sure who won," one of our 
guides says. When the identity 
of the winner is revealed, there 
is a sigh of relief: "The Brazilians 
deserved to win." 

North Koreans are equally ig- 
norant of their country's con- 
frontation with the United States 
and the United Nations over 
Pyongyang's nuclear pro- 
gramme. Every North Korean 
who has permission to meet for- 
eigners knows that negotiators 
from Washington and Pyong- 
yang were meeting in Geneva. 
But none knew what the talks 
were about. 

One North Korean gave the 
following reply when told what was at 
stake: "But why would the world be con- 
cerned if the Democratic People's Republic 
of Korea is developing a nuclear device? 
The United States and many other coun- 
tries have nuclear weapons, too." 

A Western diplomat in Pyongyang ex- 
plains the situation this way: "The group 
of five to six people who rule this country 
— all members of the Kim family — are 
only interested in releasing propaganda. 
Why should they care about news? So far 
the nuclear confrontation with the rest of 
the world apparently hasn't fitted into their 
propaganda strategy. It seems they are pre- 
paring for a climbdown. They apparently 
think it is better not to tell their people they 
are going to lose face." 

In the course of a two-week trip 
through North Korea in August, no stories 
appeared in the official North Korean press 
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about the nuclear issue. Instead, the news- 
papers were dominated by narratives of 
the heroic campaign waged more than half 
a century ago by the late Kim Il Sung and 
his small band of guerillas against the 
Japanese imperialists. Also featured were 
accounts of the violent struggle for free- 
dom by the South Korean people against 
their American oppressors. 

Even more prominent were stories 
about how the world is overcome by grief 
over the sudden death of the "greatest 
statesman on earth." According to the 
Pyongyang Times, Indian Prime Minister P. 
V. Narasimha Rao told the North Korean 
ambassador in New Delhi: "Kim Il Sung is 
the greatest and most prominent politician 
and leader in the world." 

Most diplomats in Pyongyang say they 
feel almost as isolated as the average North 
Korean. "For several weeks we have all 
been waiting for news about the succes- 
sion. We never hear anything from the For- 
eign Ministry," says one ambassador. 
Those ambassadors who were lucky 
enough to shake the hand of Kim Jong Il 
during the funeral of his father are consid- 
ered to have expert knowledge about the 
new leader. 

One gave the following analysis of his 
brief and silent encounter with Kim Jong Il 
at the funeral ceremony: "I looked deep 
into his eyes. It became clear to me that 
Kim Jong Il is not the demon the Western 
press thinks he is. He seemed very con- 
scious of his delicate position. But he 
clearly lacks the charisma of his father. His 
facial expression remained exactly the 
same for more than an hour." 

None of the many diplomats this re- 
porter interviewed in Pyongyang had ever 
had a conversation with Kim Jong Il or any 
other member of the present ruling family. 
But some had fond memories of their meet- 
ings with Kim Il Sung. "Such a bright guy. 
A great flexible mind. In my opinion he is 
one of the greatest statesmen of this cen- 
tury,” says an ambassador. 

Diplomats did, however, appear to 
agree that the nuclear issue will in the end 
be solved through negotiations. "The 
North Korean leadership desperately 
wants to improve its relations with the 
United States and the rest of the Western 
industrialised world," says a Western am- 
bassador. “It is the only way forward for 
them. The alternative is being buried by 
Juche,’ Kim Il Sung's philosophy of self- 
reliance. 

Juche may still be the official principle 
that guides all policies, but businessmen 
and diplomats say that in reality North Ko- 
rea is trying to import technology from the 
West. “If they had the money they would 
replace a number of outdated industries 
with factories from the West," says a West- 
ern businessman who has sold a second- 
hand steel-rolling plant to Pyongyang and 
is still awaiting part of his payment. 


16 


The view that the nuclear issue will be | 
solved is given some credence by the sur- 
prisingly relaxed atmosphere throughout 
North Korea. Nowhere did it feel like the 


country was preparing to go to war. One | 


explanation may be that people are simply 
too busy. "Most workers are at their facto- 
ries before 7 a.m. and are not home before 


midnight. During the evenings they have | 


to do physical exercises and study for their 
weekly Juche-exams, which are held every 
Saturday," 
Pyongyang. 

That would explain the crowds of peo- 
ple who clog the pavement outside the 
Koryo Hotel until late at night, all deep in 
study. Except on Friday, that is, when all 
workers go to the countryside to help the 
farmers. 

The reason the street outside the Koryo 
Hotel is so popular is simple: the street in 
front of the foreigners-only hotel is the only 
road lit by street lamps. The only other 
public lights one sees in Pyongyang at 


night are the propaganda signs on top of | 
buildings that laud Juche and Kim Il Sung | 





Pyongyang schoolgirls: a better future? 


and call for the speedy reunification of the 
Korean peninsula. 

There are, of course, plenty of soldiers 
in evidence on the streets, many of them 


toting automatic weapons. In the harbour | 


city of Woshan, Vietnam War-vintage 
MiG21s crisscross the sky on training runs. 
There are also many military vehicles on 
the few bumpy roads of North Korea. But 
because they are the only form of public 
road transport between cities, the trucks 
are full of hitch-hiking farmers. 

Oddly, though, Americans are not re- 
viled in Pyongyang as one might expect. 
Indeed, former President Jimmy Carter is 
revered as a national hero. He is seen as 


the first American statesman who under- | 


stood Kim Il Sung. The official palace for 
foreign heads of state in Pyongyang has 
recently changed names: it's now called the 
Carter Palace. п 
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NEW ZEALAND 


.A Majority 
Of One 


| National Party squeaks 
through in a by-election 





By Colin James in Wellington 


| үү she announced her resigna- 

tion from politics on July 14, 

former New Zealand Finance 

Minister Ruth Richardson declared that the 

ensuing by-election for her parliamentary 

seat of Selwyn would give the ruling Na- 

| tional Party "an excellent opportunity to 

re-establish its mandate." The National 

candidate, she said, would ride to victory 

on the back of the strong economic growth 

registered since the November 1993 gen- 
eral election. 

In the event, National's David Carter 
won the poll by a scant 346 votes, and 
Prime Minister Jim Bolger had to admit, 
^we can't claim a stronger mandate." 
| Carter received 8,621 votes, while John 
| Wright of the leftwing Alliance, which 
| groups five small parties, got 8,275. 
Though narrow, the victory was enough to 
| ensure that National retained its one-seat, 
| 50-49 majority in Parliament. It also paci- 
fied jittery financial markets and foreign 
investors who, fearing an Alliance win, had 
dumped the New Zealand dollar and sold 
off equities and bonds in the days leading 
to the by-election. 

The most striking feature of the poll was 
the Labour Party's disastrous showing. Its 
share of the vote plummeted to 10% from 
27%. Labour has 45 seats in Parliament, 
while the Alliance and the populist New 
| Zealand First party have two each. Alli- 
ance leader Jim Anderton said voters who 
| had stayed with Labour because it was the 
only party positioned to beat National 
would now switch to the Alliance. "Labour 
will have to come to terms with this or it 
will collapse," he claimed. Despite La- 
bour's numerical superiority, opinion polls 
show most New Zealanders would prefer 
| Anderton as prime minister. 
| Political turmoil is expected to continue 
in New Zealand, as the country replaces its 
British-style first-past-the-post system. The 
new system, known as mixed member pro- 
portional voting, is expected to favour 
smaller parties and coalition governments. 
It will force the redrawing of electoral 
boundaries, resulting in dozens of MPs los- 
ing their constituencies. "We are going to 
see some people leave the major parties, 
and that's going to cause its own tensions," 
said Bolger. ш 
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CAMBODIA 


The Honeymoon's Over 


Government cracks down on a flourishing free press 





By Nate Thayer in Phnom Penh i 





f anyone knows the limits of press free- 

dom in Cambodia, it’s Ngoun Noun. 

The editor of the Morning News spent a 
month in jail after his newspaper accused 
top Interior Ministry officials of involve- 
ment in July's abortive coup attempt. 

It's not like he wasn't warned. Noun 
spent two days inside Phnom Penh's noto- 
rious T-3 prison in March after his popular 
daily ran several articles exposing a pow- 
erful provincial governor's alleged corrup- 
tion. ^My father wanted to show people 
the truth,” Noun's son says. "Now we see 
he has no right to print the truth." 

Cambodia is still a far cry from the its 
repressive past, when a succession of bru- 
tal regimes demanded total 
obsequiousness from the 
population. But in the last few 
months, the government has 
started tightening the screws 
on a news media that has 
bloomed like a thousand 
flowers since 1992, when the 
United Nations temporarily 
took over the running of the 
country. 

The government produced 
by last year's UN-run elections 
says it's just trying to weed out 
irresponsible and ill-informed 
journalism from a field that in- 
cludes more than 30 new inde- 
pendent papers, offering fare 
ranging from hard-hitting po- 
litical reporting to outrageous 
gossip and racy pin-ups. 

One popular monthly is de- 
voted entirely to space aliens, 
UFOs, doctored pictures of 
Siamese twins and other paranormal phe- 
nomena couched in science and gobbled 
up by a gullible public. 

"Please, if you do not have good know- 
ledge, you should stop your newspapers 
and start butchering and selling meat,” In- 
formation Minister leng Mouly told a gath- 
ering of journalists on July 23. "This is a 
fine business for you." 

Cambodian journalists acknowledge 
that some sections of the flourishing press 
are immature, but they say the clampdown 
has a more sinister aim. The government 
wants to muzzle political criticism, they 
say, and is testing the waters to see how 
far it can go without triggering an interna- 
tional backlash. 

“We believe the government shut us 
down because of political unwillingness to 
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Noun being led to jail: dissent not welcome. 


hear views contrary to their own," says 
Soth Sothea, the editor of Prum Bayon, one 
of eight popular newspapers shut down 
by the government since early June. ^ 
hope that the international community will 
encourage a pluralistic society." 

International human-rights groups did 
protest when the government drafted a 
restrictive press law in early June that 
would have allowed it to unilaterally shut 
down publications on “national-security” 
grounds. The bill was withdrawn for revi- 
sion, but not scrapped. 

Indeed, the need to muzzle an increas- 
ingly outspoken press appears to be one of 
the few areas of agreement between the 
fractious coalition government's two prime 
ministers. Mouly was warned that he 
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would lose his job as information minister 
unless his office curbed rampant press criti- 
cism of government leaders and policy, the 
REVIEW has learned. 

"| want to inform you that there is no 
intention to restrict any freedom of expres- 
sion of the press," Mouly told foreign jour- 
nalists in late June. "But we need from time 
to time to give a signal that too much free- 
dom is no freedom at all." 

The events surrounding the clampdown 
have had a sinister tinge. On June 11, a 
well-known editor whose paper had re- 
peatedly accused government leaders of 
corruption was found unconscious and 
dying on a Phnom Penh street. Govern- 
ment officials said Thou Chham Mongkul 
was fatally injured in a motorcycle acci- 
dent, but the medical report gave the cause 
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of death as a single blow by a blunt instru- 
ment to the back of the head. 

Other local journalists report harass- 
ment by secret police and say they fear for 
their lives — though that hasn't stopped 
them from confronting the government in 
print. One editor says he now works from 
his home because he's afraid for his life on 
the streets. “I’m beginning to turn white 
because I haven't seen the sun for several 
months," he says. 

The government intimidation increased 
in early July in the wake of the failed coup 
attempt orchestrated by powerful figures 
within the government. Morning News 
editor Noun was jailed on July 8, after his 
paper accused Co-Interior Minister Sar 
Kheng of involvement. 

Immediately after Noun's arrest, the 
two co-interior ministers held a press con- 
ference to warn other journalists that they 
risked the same fate as the Morning News 
editor if they "created dissent between the 
leadership." They said any article critical 
of the government would "affect national 
security" and be considered unlawful. 

On July 11, Information 
Minister Mouly asked the 
Phnom Penh municipal court 
to investigate two other news- 
papers for "badly affecting 
social order and national secu- 
rity.” He said Kolbat Angkor 
(Children of Angkor) and Sokal 
(Universe) had “exaggerated 
the truth on the attempted 
coup with the aim of stirring 
trouble and inciting officials to 
break their solidarity.” 

Replies Koung Sovanna- 
rom, editor in chief of Kolbat 
Angkor: “Last month our paper 
repeatedly ran articles about 
the work of corrupt provincial 
governors who violated the 
people's rights . . . . If the gov- 
ernment had done what the 
people had needed we would 
not have said anything. 

“If the government insists 
on harming us, I cannot challenge them 
because I as well as other people have no 
power," he adds. “So the only thing I will 
do is appeal for an independent judiciary 
and the intervention from national and in- 
ternational organisations.” 

International human-rights groups have 
not been silent. Jailed editor Noun, labelled 
a prisoner of conscience by Amnesty Inter- 
national, was freed on bail on August 6, 
after the UN secretary-general’s special 
representative for human rights pleaded 
for his release. 

But some activists and journalists say 
the international community has not done 
nearly enough to defend press freedom — 
and by implication Cambodia's other bud- 
ding democratic institutions. 

After spending US$3 billion to hold 
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Just one of the lives our cars 


> Oddly enough, frogs and fish 


rank highly in our scheme of things. 

In Germany, for instance, 

we've even built frog tunnels under 
our roads. 

> So it's hardly surprising that 

water conservation is also a priority. 


Once, it took 22 cubic metres 


of fresh water to make one of our cars. 

Today, we've reduced this to 
only 4 cubic metres. 

And plans are under way to 
build closed-loop water circuits in 
our factories. 

So not a single drop of water 


will be wasted. 





> Even the way we paint ou 
cars has been the subject of stud 
since 1983. 

Not only have we reduce 
the amount of solvents used in th 
painting process, by 1996 all ou 
paints will be water-based. 


> And once our cars reac 
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elections in Cambodia and repatriate refu- | C H I N A 


gees, the UN member countries have both 
a right and an obligation to defend human 
rights in Cambodia, they say. They argue 
that the US$1 billion in reconstruction aid 
in the pipeline should be contingent on the 


government respecting basic democratic | 


institutions, as required by the 1991 Paris 
peace treaty. 

Instead, the activists charge, the govern- 
ment's forays into press repression have 
been met with an effective wink and a nod 
from the donor nations that have real lev- 
erage on government policies. As an exam- 
ple, they cite a June 3 letter from United 
States Ambassador Charles Twining to 
Prime Minister Norodom Ranariddh. 

“Т also want to express my full agree- 
ment with your assessment that, contrary 
to the picture painted by the press, the se- 
curity situation in the country is quite 
good,” said the letter, which was obtained 
by the REVIEW. “It is frustrating to read the 
often unjustly negative and sensational 
press coverage of Cambodia. To my mind, 
Cambodia remains one of the world's great 
success stories." 

Twining continued: "The steadfastness 


Bad News 


Beijing wants more of it in the official media 





By Lincoln Kaye in Beijing 





ho says state planning is dead in 
W^ China? Reporters here 

now find themselves exhorted to 
meet a surprising new quota: more bad 
news in the official media, please. 

According to a front-page report in the 
Beijing Youth Daily, Beijing Communist 
Party Secretary Chen Xitong complained 
at a conference of "information workers" 
that bad news comprised just 10% of offi- 
cial news coverage these days. 

That's barely half the bad-news quotient 
mandated by the party in its last official 
pronouncement on the subject, a 1985 
speech by the late reformist Party Secre- 


| tary Hu Yaobang. But Chen ordered the 
| journalists to go even further, upping the 


of His Majesty the King, Your Royal High- | 


ness, and the second Prime Minister 
Samdech Hun Sen in defending press 
freedoms is itself the most eloquent testi- 
mony to the strength of the Royal Cambo- 
dian Government." 

The letter was reprinted and distributed 
to foreigners by the government as a con- 
firmation of U.S. support for the govern- 
ment policies. Within days, Ranariddh had 
ordered the crackdown on newspapers 
that criticised the government on the 
grounds that they were harming interna- 
tional confidence in the regime. 

For more than a year, Cambodia en- 
joyed one of the freest and most vibrant 
media in Asia. Aware that the level of free- 
dom was artificially imposed by the mas- 
sive UN presence, few expected things to 
continue unchanged after the blue berets 
withdrew. Instead, it was thought that 
Cambodia would revert to a balance more 
consistent with neighbouring countries. 

Now, however, it's unclear whether the 
government will be forced to tolerate any 
dissent at all. Pin Samkhon, president of 
the Khmer Journalists Association, hopes a 
balance can be found. 

“The government is aware that many 
journalists lack experience in their profes- 
sion so they should be patient under the 
circumstances," says Samkhon, whose or- 
ganisation has developed a code of ethics 
and is serving as a bridge between the gov- 
ernment and the sometime rambunctious 
media. ^They must give freedoms to the 
press and not arrest or jail journalists. 

"Both groups must learn at the same 
time. The government must learn about 
democracy and freedom and journalists 
must learn about writing." ы 


| fear of: 
| > blackening your 


| posed to. 


bad-to-good news ratio "to 30:70 or 40:60 
or even half-and-half.” 

Chen ascribed the 
bad-news shortage to 
the "Five Fears" that 
grip information 
workers. They include 


work unit's name, 

> blotting your own 
copybook, 

> bringing on an in- 
vestigation by higher- 
ups, 

> blowing your con- 
tacts, 

> blurting out some- 
thing you're not sup- 


Such fears may not 
seem all that unrea- 
sonable, considering 
the consequences of 
hard-hitting scoopmanship in Chinese 
journalism. Earlier this year, mainland- 
born correspondent Xi Yang of the Hong 
Kong daily Ming Pao drew a 15-year sen- 
tence for leaking such tepid "state secrets" 


| as the Finance Ministry's plans regarding 
| interest rates and gold markets. 


Matters of vital public concern routinely 
go unreported. Premier Li Peng was side- 
lined by a heart attack for nearly a month 
in 1993 before newspapers picked up bul- 
letins on his health. Inflation had already 
hit double digits before the first frank dis- 
cussion of economic overheating appeared 
in the party's flagship People's Daily. 

In a summer of unprecedented floods 
and droughts, coverage at first centred on 
heroic rescue measures by soldiers and 
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What bad news shortage? 


bureaucrats. Only within the past few 
weeks has media attention turned to the 
widespread dislocations and economic 
costs brought on by the disasters. 

Party brass, long blamed for the surfeit 
of "happy news," now claim to be non- 
plussed at finding themselves left out of 
the loop. Chen told the conference that ^the 
‘Five Fears’ have subjected us leaders to an 
information blockade." Far from endanger- 
ing the regime, Chen added, “bravely con- 
fronting one's own shortcomings is a sign 
of leadership maturity." 

The bad-news plea was all the more star- 
tling because of its source. Chen, a 54-year- 
old hardline apparatchik, presided as Bei- 
jing mayor over the 1989 Tiananmen mas- 
sacre. In his formal report on the "turmoil," 
one of the factors Chen cites as contributing 
to popular unrest was the over-enthusiastic 
news coverage of the 
pro-democracy pro- 
tests that brought on 
the massacre. 

"For Chen Xitong 
to come out in favour 
of press freedom rep- 
resents а 180-degree 
reversal," according to 
China specialist Judy 
Polumbaum of the 
University of Iowa 
Journalism School. 
"That's why this state- 
ment may be so sig- 
nificant. It could be a 
harbinger of a major 
across-the-board liber- 
alisation in media 
policy." 

But a Beijing aca- 
demic frets. “When I 
hear about somebody 
like Chen Xitong endorsing press freedom, 
I start to worry about witch-hunts. This 
guy is hardly the type to invoke ‘bad news’ 
just for the hell of it. Whose head is he 
trying to chop off?” 

A practising journalist, however, seems 
more inclined to take Chen at his word. 
“What choice does he have but to declare 
open season on ‘bad news’? Everything's 
spinning out of control: inflation, unem- 
ployment, crime, commercial fraud, official 
corruption and natural disasters. It can’t be 
ignored forever. ‘Bad news’ is like water 
behind a dyke: if you let it build up and 
build up, sooner or later it will break 
through and sweep you away. Better to 
drain off a little from time to time in a con- 
trolled trickle.” " 
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The Road to Cairo 


` hen representatives from 170 na- 
W tions gather in Cairo next month 
for the third International Con- 
ference on Population and Development, 
they will vote on the largest population- 
control plan in history. It is ambitious. Not 
only does it call for a host of "reproduc- 
tive rights" and aim to freeze world popu- 
lation at 7.2 billion people by 2050; it also 
calls for billions of dollars in new govern- 
ment spending on the issue — US$132 
billion by the end of the century. 

Some of the plan's provisions have al- 
ready aroused opposition, most notably 
from Pope John Paul П. All this has been 
gleefully covered by the newspapers. Yet 
scant attention has been paid to many of 
the dubious social and economic assump- 
tions that underlie the plan. In particular, 
it is interesting to see how these pro- 
grammes are being sold in places like the 
Philippines, on the front lines of the popu- 
lation debate. For the way the proponents 
of population control have gone about 
pushing their programmes raises serious 
doubts about the integrity of their stud- 
ies, their ultimate value to development, 
and the role of foreign-aid groups. 

For us in the Philippines, this is no new 
debate. During the Marcos years, popula- 
tion reduction was vigorously pursued — 
if only because of the promise it held for 
more international-aid dollars. Such ef- 
forts have always been accompanied by 
talk about the right for couples to decide 
for themselves how many children they 
ought to have. But the government — 
after lobbying from the United States 
Agency for International Development — 
inserted a clause in the Philippine Consti- 
tution at that time mandating the state to 
"achieve and maintain population levels." 
And when a cabinet officer proved reluc- 
tant to implement population pro- 
grammes, the Americans helped shunt 
him off to the Philippine National Bank. 

Although population-control measures 
in the Philippines never reached the coer- 
cive levels they did in India and China, 
they were not popular. This time, propo- 
nents have learned their lesson. For the 
past few years, they have been quietly 
laying the groundwork for Cairo. Rather 
than attack the issue head-on, it has been 


AUGUST 25, 1994 








redefined in terms of a host of new "re- 
productive rights" to which the solution 
is invariably a government-funded initia- 
tive. 

We have just had a good taste of this 
in the Philippines. The National Statistics 
Office recently published the results of the 
1993 National Demographic Survey (NDS), 
which happens to have been funded by 
the U.S. Agency for International Deve- 
lopment. It is probably mere coincidence, 
but the NDS report, published on the eve 
of the Cairo meeting, nicely supports the 
thrust of the Cairo Declaration. That is, it 
has found a connection between mothers' 
and children's health and fertility behav- 
iour. The implication is that large-scale 
government family-planning programmes 





are essential if health issues are to be ad- 
dressed. 

But the demographic survey seems to 
have been selective about what facts it 
would report and connections it would 
make. Take the health issue. The docu- 
ment concludes that the high risk of in- 
fant, neonatal, child and maternal mor- 
tality is associated with pregnancies where 
mothers are too young, too old, or have 
already had several children. But a dis- 
cussion of poverty is missing from the list 
of factors related to health. It would be 
difficult to deny that poverty, lack of ac- 
cess to safe water, poor housing, poor 
hygiene and unsanitary conditions all 
have a strong bearing on the health of the 
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mother and child. Although the Nps col- 
lected data on housing characteristics, it 
did not include any data on income. 

A closer look at the fertility behaviour 
of the poor is important because of the 
extensive literature on the “replacement 
effect” of high infant mortality. Statistical 


studies in various countries show high P 


fertility among the poor as a rational de- 
sire to have children who will survive into 
adulthood to help take care of them. This 
helps to explain why many poor women 
have babies at such short intervals. The 
1993 NDS would have been a good oppor- 
tunity to verify the validity of this behav- 
iour in the Philippines. 


he NDS avoided collecting data on 
socio-economic variables that would 


have a serious effect on these health - 
issues. But, in one area, it made painstak- 
ing efforts to quantify fertility preference 
to derive figures for planned and un- 
planned pregnancies. It concluded that, 
"if all unwanted births were avoided, the 
total fertility rate would be 2.9 children, 
which is almost 30% less than the observed 
rate." This, too, was used to establish an 
"unmet" need requiring a government 
programme. 

Yet the NDS’s own numbers suggest 
that Filipinos are aware of their options. 
The total fertility rate — the number of 
babies the average woman bears over her 
lifetime — has dropped to 4.1 in 1993 from 
6.4 in 1960. Some 61% use contraceptives, 
just a few percentage points short of the 
65-80% rate prevailing in Europe, North 
America and much of East Asia. The de- 
lay of marriage by Filipinas to the age of 
23 years represents a reduction of the risk 
of pregnancy by 19% given the 35 years 
of their reproductive life. 

In short, the Philippines has its prob- 
lems but its people are not as ignorant as 
the population-control lobby would sup- 
pose. Unfortunately, this lobby has deve- 
lopment dollars, organisational muscle 
and support of the media. "We've built a 
consensus about population as a global 
issue and family planning as a health is- 
sue," says the UN's Nafis Sadik, host of 
the conference. Yes, they have. And now 
we know how. a 
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JAPAN 


War and Remembrance 


After nearly 50 years, divisions in Japan over World War II still 
threaten ties with its neighbours and block it from taking a full 


role in global politics. 


For the watching world, 
the contrast could not 
have been more stark. On 
one side of Tokyo, Prime 
Minister Tomiichi Mura- 
yama was marking the 
49th anniversary of Japan’s surrender by 
apologising for the country’s conduct in 
World War II. “That battle brought tragic 
sacrifices to many people in Asia and the 
world," Murayama said in a speech at an 
August 14 ceremony attended by thou- 
sands of relatives of Japanese who died in 
the war. "Reflecting deeply on the agony 
and sorrow of these people, I would like to 
offer heartfelt condolences to them with 
deep repentance.” 

On the same morning in another part of 
the capital, six members of Murayama’s 
cabinet defied the prime minister’s express 
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wish by attending ceremonies at the con- 
troversial Yasukuni Shrine, which is dedi- 
cated to Japan’s 2.6 million war dead and 
is widely regarded as a symbol of the coun- 
try’s militaristic past. The two events came 
only days after yet another minister — the 
second in the last three months — was 
forced to resign because of remarks play- 
ing down Japan's wartime guilt. 

Such a public split in the top echelons 
of Japan's government is another reminder 
that — in contrast to Germany — Japan 
has yet to reach even a minimal national 
consensus on its conduct during World 
War П. 

In contrast to the repentance expressed 
by Murayama is the attitude of the two 
ministers forced to resign. One denied the 
historical accuracy of accounts detailing the 
massacre of hundreds of thousands of Chi- 
nese when Japanese forces occupied Nan- 
jing in 1937. The second, Shin Sakurai, 
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director-general of the Environment 
Agency, argued that Japan’s occupation of 
Asian countries led to “independence, the 
popularisation of democracy and increased 
literacy.” 

How the debate over Japan's role in 
World War П is resolved will have an im- 
pact far beyond Japan's borders. For its 
immediate neighbours, China and Korea, 
Japan is still seeking to palliate the deep 
bitterness that overshadows relations. In 
other regional nations that were forcibly 
incorporated into Japan's Greater East Asia 
Co-Prosperity Sphere, a tidal wave of 


' Japanese investment has gone some way 


towards salving the wounds left by inva- 
sion and occupation, but the spectre of the 
war still regularly sours relations. 
Ultimately, too, the way that Japan 
chooses to view its past will be a key factor 
in determining whether and when the 
country can begin to play a role in world 
politics commensurate with its burgeoning 
economic clout. Many commentators, for 
example, believe a clear position on some 
of the more awkward World War H issues 
is needed to provide firm support for the 
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country's probable elevation as a perma- 
nent member of the United Nations Secu- 
rity Council. 

"The UN question is basically a ques- 
tion of money," one senior Foreign Minis- 
try official told the REVIEW. "We'll be rais- 
ing our contribution to the UN budget 
soon from 12.4% to 15% — and that should 
give us a right of entry." 

But other observers feel that spirit may 
count for as much as gold. "If Germany 
takes on permanent membership it will do 
so partly because it has settled its postwar 
accounts," says one retired senior govern- 
ment official. “It did so in 1985 with a bril- 
liant speech by President Richard von Weiz- 
saecker which expressed deep and sincere 
regrets for war, while at the same time ac- 
knowledging the grief and sense of betrayal 
of German soldiers who fought in the war. 
We need a Japanese leader who can help us 
come to terms with the past and forge a 
consensus about how we view our history. 
The question is: do we have one?" 

The need for Japan to come to terms 
with the past seemed to have been met 
squarely enough in summer 1993, when 
former Prime Minister Morihiro Hoso- 
kawa, addressing parliament a few days 
after his election, became the first Japanese 
leader to declare that the Imperial Army 
had committed "aggression" against Asia 
during the Pacific War. 

The Hosokawa statement was an act of 
personal as well as political bravery, be- 
cause it might have exposed the prime 
minister to personal danger from the 
nationalist extremists who believe Japan 
was unjustly blamed for the war, says a 
senior Foreign Ministry official. But Hoso- 
kawa's statement proved to be 
more of a lone cry of contrition 
rather than a sign that the gov- 
ernment as a whole was lead- 
ing the nation to a consensus. 

Later cabinets, including 
the short-lived Tsutomu Hata 
cabinet, were less clear about 
the war issue, says Mitsuyoshi 
Himeta, a professor of eco- 
nomics at Chuo University. “In 
particular, Hata’s foreign min- 
ister, Koji Kakizawa, was un- 
enthusiastic about the notion 
of apologising for World War 
IL,” he says. The other problem, 
say analysts, is that Hosokawa 
provided a target for the 
powerful “old soldiers” lobby 
in Japan that believes there is 
an urgent need to prove that Japan was 
unjustly condemned for what it did in the 
war. 

“We announced our opposition to the 
Hosokawa statement on August 13, 1993, 
three days after the prime minister spoke,” 
recalls Sakae Furukawa, vice-chairman of 
the Japan Bereaved Families Association 
(Nihon Izokukai), which claims to represent 
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more than 4 million widows and children 
of soldiers who died in the war. 

“We believe terrible things happened in 
Asia during the war, but European coloni- 
alism in Asia was one of the causes of the 
war — and that justified the Imperial 
Army’s advance into neighbouring coun- 
tries,” Furukawa adds. “By saying Japan 
committed aggression, Hosokawa aligned 
himself with the men who meted out vic- 
tor's justice on Japan in the Tokyo War 
Crimes Tribunal in 1945. We say that it's a 
lie, but the mass media has sold the idea to 
the people — and now Hosokawa has 
given it his blessing." 

The Nihon Izokukai's management 
comprises hardline veterans who have 
made a career out of justifying the war, 











says one analyst. "It's highly unlikely that 
the 300,000 widows of dead soldiers who 
collect pensions through the organisation 
feel as strongly against Hosokawa as the 
old men who run it,” the analyst says. 
But the weakness of the Izokukai's 
rank-and-file membership doesn't mean 
the organisation lacks political muscle. 
Izokukai votes have ensured a permanent 
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place in the upper house of parliament for 
two Liberal Democratic Party (LDP) MPs 
who make it their business to propagate 
the ^war party" view and who lobby other 
politicians to visit the Yasukuni shrine. 


ore important than the role played 
M by the two official Izokukai repre- 

sentatives in the upper house is the 
influence of Ryutaro Hashimoto, the Izoku- 
kai chairman, say analysts. Hashimoto is 
not a war veteran, or anywhere near it. He 
was born in 1937 and only learned about 
the Imperial Army's exploits in Nanjing 
and elsewhere from the heavily censored 
school textbooks that were available in the 
post-war decades. 

In spite of that, he has emerged as the 
leading “mainstream” spokesman in the 
LDP for the view that Japan should not 
apologise unreservedly to Asia for what it 
did in the war. Hashimoto was one of the 
six ministers who attended ceremonies at 
the Yasukuni shrine on August 14. 

People listen to Hashimoto because he's 
in the cabinet (as minister of international 
trade and industry) and because he's one 
of the top leaders of the Obuchi faction 
(one of the LDP's three most powerful intra- 
party groups). Not only that, say LDP in- 
siders, he knows enough about foreign 
affairs to realise some of problems that 
could arise out of apologising too hastily 
for the war, the most intractable of which 
is the question of compensation. 

In a recently published book, Hashi- 
moto accused Hosokawa of abusing his 
position as prime minister by offering “per- 
sonal views" about the war that were 
dressed as an official position of the gov- 
,ernment. He also argued that 
the former prime minister's 
speech had sparked a chain 
reaction of compensation 
claims from Western countries 
that probably never would 
have raised them if he had 
kept quiet. 

Hashimoto's arguments re- 
ceived some backing on Au- 
gust 12, when survivors of 
Japanese atrocities in 13 Asian 
nations gathered in Tokyo in 
an attempt to demand com- 
pensation from the Japanese 
Government. Senior govern- 
ment officials accept in princi- 
ple Hashimoto's assertion that 
Japan could face a deluge of 
personal compensation claims 
as the debate over World War II heats up. 
But few if any of them seem to have much 
idea how to tackle the problem. 

The government's solution to the com- 
pensation issue? It probably won't offer 
payment as such — at least not to indi- 
viduals. But it may set aside funds to pro- 
mote "human exchange" or joint study by 
Japanese and Asian scholars of war-related 
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issues such as the Nanjing massacre, sug- 
gests Yoshiki Mine, a member of the Cabi- 
net Councillor's Office on External Affairs. 
“We'll announce a series of programmes 
during the first half of next year, in time to 
mark the 50th anniversary of the surren- 
der," he says. Mine hopes the programmes 
will settle the problem. But others are far 
less certain. 

Paying compensation to Asian victims 
of the war tends to be handled by sections 
of the Foreign Ministry dealing with bilat- 
eral relationships, says Sumiko Shimizu, a 
socialist upper house MP who has taken a 
close interest in the comfort-woman issue. 
They don’t have much leverage, budget- 
ary or otherwise, and the country’s politi- 
cal leadership is too badly split to resolve 
any problems properly. 

The result, says Shimizu, is that the gov- 
ernment adopts a “little by little” approach 
to solving war-claims problems. “This has 
been going on for years and it’s highly un- 
likely that we'll be able to settle everything 
by August 1995,” Shimizu says. 

The tragedy of Japan’s fumbling ap- 
proach to the war, says Seiichiro Takagi, 
professor of modern Chinese history at 
Saitama University, is that there are “real 
issues to discuss,” but neither side is tack- 
ling them properly. 

Takagi believes the juridical status of 
the Tokyo War Crimes Tribunal, set up by 
the victorious allies to judge Japanese war 
leaders, is one such issue. 

“Many people in Japan probably feel 
doubtful about the status of the Tokyo Tri- 
bunal, but it doesn’t help when a politician 
raises questions about it in the same sen- 
tence with an assertion that the Nanjing 
massacre was ‘fiction’,” he says. 

Another issue that analysts say sticks in 
the minds of many Japanese is the drop- 
ping of atom bombs on Hiroshima and 
Nagasaki. While the current mayor of 
Hiroshima has called for Japan to repent 
for its history of aggression and invasion, 
other Japanese look at his city and see 
themselves as victims, an emotion that 
makes full acknowledgement of Japan’s 
role in the war all the more difficult. 

The United States and Europe may not 
like Japan raising such issues, but Takagi 
thinks it’s time to look at the war from a 
perspective of history not just as a defeated 
nation that can’t look beyond its role as an 
American client state. 

Mine, the Cabinet councillor, is margin- 
ally more optimistic that Japan may even- 
tually be able to come to terms with its 
past. "We've emerged from a period when 
there was little or no discussion about the 
rights and wrongs of the war, but now at 
least people are speaking up and voicing 
various opinions on it,” he says. The dan- 
ger is that the debate may take more time 
than Japan can afford if it wants to be more 
than a bit-player in the post-Cold War 
order. E] 
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One Man's Crusade 


Kenji Ono lifts the veil on the Nanjing massacre 


Time and silence have 
conspired to obscure the 
truth about the Nanjing 
massacre. Scholars — 
and the general public — 
have found it difficult to 
unearth the facts about the "rape" of the 
Chinese city by Japanese soldiers in 1937 
because those who were there at the time 
are either dead — or don't have much to 
say on the subject. Tokyo housewife Miki 
Matsubara's comment is typical: "My fa- 
ther did something in the war, but he never 
told us what or where." 

It's the same story in the countryside. 
“If someone was in China during the war, 
other people in the village are likely to 
know about it, but they probably won't ask 
for details," says a school teacher in north- 





Japanese killing field. 


eastern Japan, a major recruiting-ground 
for the Imperial Army. "That's because 
most people would rather get on with their 
daily lives than spend time digging into a 
subject that can only cause pain and em- 
barrassment." 

But Kenji Ono soldiers on. A 44-year- 
old factory worker who lives in a small 
town in Fukushima prefecture, 200 kilo- 
metres north of Tokyo, Ono is making a 
one-man effort to change that reluctance to 
face up to the past. Starting in 1988, he has 
made an avocation of interviewing farm- 
ers in his area who served in the notorious 
Aizu Wakamatsu battalion, one of the Im- 
perial Army units most closely associated 
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with the massacre. 

Ono says that his bosses in a major 
chemical firm probably know about his re- 
search, although he has never told them 
how he spends his free time. His work 
schedule — long shifts on the factory floor 
punctuated by 36-hour breaks — is one 
reason he has the time to drive around 
Fukushima interviewing farmers. 

Not being married is another. "My 
mother tolerates what I do — but I could 
never afford to spend my time like this if I 
had a wife," he says. But Ono's phone 
number is unlisted, and he refuses to be 
photographed, ostensibly so he won't be- 
come a target of the uyoku, extreme-rightist 
groups who have harassed those looking 
into Japan's role in the war. 

Ono's findings, published in part in the 
weekly magazine Shukan Kinyobi and re- 
ported in the Asahi newspaper, have been 
hailed by liberal Japanese scholars as the 
first work on what happened in Nanjing to 
be based on Japanese sources. 

Previous estimates of the Nanjing death 
toll relied either on Chinese claims that the 
Imperial Army killed as many as 420,000 
people — more than the entire population 
of the city at the time of the occupation — 
or on the evidence of American scholars 
who were teaching at Nanjing University 
before the invasion. 

Ono's research has focused on only a 
single incident in what may have been a 
series of killings that lasted for months. But 
he claims to have established from first- 
hand sources that Japanese soldiers shot or 
bayonetted several thousand Chinese pris- 
oners of war and civilians during a three- 
day period in mid-December 1937. 

"The tragedy," says Ono, "is that no- 
one knows the names of the victims. Ex- 
cept for one Chinese soldier who managed 
to write a letter to the Japanese Govern- 
ment which was eventually delivered in 
Tokyo, we are dealing with numbers only, 
not with individuals who can be traced like 
the victims of the Nazi Holocaust." 

His methods are simple enough. "I be- 
gan by getting a list from the prefectural 
public library of families who had some- 
one in the Aizu Wakamatsu battalion," he 
says. "I wrote to hundreds of families ask- 
ing for an interview to discuss the war and 
was eventually able to visit about 600 
homes. Two hundred people talked to me 
seriously, and about 30 turned out to have 
kept diaries covering the crucial days when 
the killing started in Nanjing." 

Ono claims to have photocopied 20 
diaries from the 30 he was able to locate 
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during six years of criss-crossing Fuku- 
shima by car. He also videotaped inter- 
views with seven witnesses out of the 200 
he interviewed. “Many of the people I tried 
to contact were too old or too deaf to be 
able to tell me much, and a lot had already 
died,” he says. “Sometimes children of 
dead former soldiers didn't want me to 
find out what their fathers had done." 

But one diary, written by a former Im- 
perial Army private who Ono calls Shogo 
Miyamoto (not his real name), gave an 
extremely detailed account of the early 
days of the occupation. “I heard about 
Miyamoto from a fellow troop member, 
but he was dead by the time I contacted 
his family," says Ono. Miyamoto's diary 
ran to five volumes, with the main portion 
covering December 1937 — the month the 
Imperial Army entered Nanjing. 

According to Miyamoto's account, 
some 2,500 members of the Aizu Waka- 
matsu battalion captured a group of nearly 
15,000 Chinese soldiers on December 14. 
The Japanese held their prisoners for two 
days before killing them and dumping 
their bodies in the Yangtze River. “We had 
enough food for one meal during the first 
two days after we took the Chinese prison- 
ers," Miyamoto wrote. 

“Оп the third day," Miyamoto contin- 
ues, "some of us went to attend a ceremony 
commemorating the Imperial Army's en- 
try into the capital. The others took the 
Chinese soldiers down to the river, set up 
guns on platforms and killed them all. They 
tied them up first in groups of two to four 
to prevent them getting away. Afterwards 
the whole area was doused with gasoline 
to make sure no one was left alive." 

Ono's critics claim he has made sweep- 
ing assumptions about Nanjing based on 
incomplete evidence from soldiers such as 
Miyamoto, who could not have known ex- 
actly what was going on. “He says the 
Aizu Wakamatsu group killed all its pris- 
oners,” says Yoshiaki Itakura, editor of a 
three-volume account of the massacre pub- 
lished by a prominent war veterans’ asso- 
ciation, “but we think quite a few of them 
escaped or were released.” 

Itakura also disputes Ono’s claim (on 
the basis of a handful of conversations with 
elderly Fukushima witnesses) that the Aizu 
Wakamatsu battalion was acting on orders 
from above to carry out the mass killings. 
“There was no systematic killing of prison- 
ers,” asserts Itakura — even if some indi- 
vidual acts of brutality took place. 

But Itakura admits that Ono’s research 
has made a valuable contribution to knowl- 
edge about the war. His findings are one 
reason why both sides now admit that un- 
lawful killings took place in Nanjing, 
Itakura says. “Before, there were people at 
Kaikosha (an elite club of graduates of the 
defunct pre-war Imperial Military Acad- 
emy) who wouldn't accept that anything 
amiss took place,” he says. ш Charles Smith 





JAPAN 


The Textbook Truth 


Children finally exposed to wartime facts 


History, the saying goes, 
is written by the winners. 
Except in Japan. 

For years, the way Ja- 
panese school textbooks 
tell the tale of World War 
II has drawn fire. Asian governments and 
left-leaning Japanese intellectuals have 
lambasted the Education Ministry, which 
vets the texts, for misrepresenting the 
country's wartime role. 

But when the ministry unveiled this 
year's crop of officially approved textbook 
changes on July 1, the attack came from 
the opposite front. The rightwing Sankei 
Shimbun daily gave the ministry an edito- 
rial lashing for supposedly letting through 
exaggerated accounts of the Imperial Ar- 
my's wartime excesses. 

It was an unfamiliar, but not entirely 
unwelcome experience for Yasushi Kuwa- 
bara, deputy director of the ministry's text- 
book division. In an interview, he made 
clear that the ministry would rather be ac- 
cused of allowing the textbooks to say too 
much, than too little. 

In fact, high-school history books have 
become increasingly explicit about the 
war since the early 1980s, when Japan be- 
gan revamping its textbook-censorship 
policies under pressure from China and 
South Korea. Shigeo Shimoyama, an edi- 
tor at major textbook publisher Jikkyo 
Shuppan, sees the textual changes as a 
barometer of Japan's relations with the 
rest of East Asia. 

"There are some topics — like the com- 
fort-women issue — where the ministry 
still insists on restraint," Shimoyama says. 
“But things have come a very long way 
from the early 1970s, when we couldn't 
even mention the Nanjing incident in a 
footnote. Now we can write what we like, 
provided we recognise that there's still 
disagreement among specialists on some 
important aspects of the war." 

Shimoyama sees three main phases in 
the evolution of the ministry's policy on 
textbook censorship. During the first, from 
the 1950s until the early 1970s, high-school 
textbooks referred briefly to a war between 
Japan and the United States, but gave stu- 
dents no hint that Japan had invaded 
neighbouring countries. 

"It was generally understood that Japan 
had been somehow in the wrong," says 
Yoshiki Mine, a member of the Cabinet 
Councillor’s external affairs office. But gov- 
ernment policy was to avoid going into 
detail about the events of the war. That 
was partly to put a check on Nikkyoso, the 
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militant leftwing teachers' union, whose 
members saw the incumbent Liberal 
Democratic Party government as a continu- 
ation of the country's wartime leadership, 
he explains. 

The mood changed, however, when 
Japan began talks on normalising diplo- 
matic relations with Beijing in mid-1972. 
"From 1973 onwards we began including 
references to the "Nanjing Incident' in texts 
submitted to the Education Ministry," says 
Shimoyama. "But we couldn't cite num- 
bers or use the word ‘massacre’ (dai- 
gyakusatsu)." 

The next big change followed a flap in 
1982, when the Education Ministry was 
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Textbooks become more informative . . . 





accused of insisting that the word "aggres- 
sion" (shinryaku) be changed to "advance" 
(shinshitsu) in one textbook's account of 
what the Japanese army did in China dur- 
ing the 1930s. 

The ministry never actually banned the 
word aggression, says Kuwabara. What it 
did was to ask publishers to use the same 
word for Japanese actions in China and the 
behaviour of the European colonial pow- 
ers in Southeast Asia during the 19th cen- 
tury. Either way, Japan came under fire 
from Seoul and Beijing for allegedly dis- 
torting the war record, and the Education 
Ministry had to back down. 

A policy document drafted by the then- 
chief cabinet secretary, Kiichi Miyazawa, 
who later became prime minister, deter- 
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mined that writers of school textbooks 
should "take into account the feelings of 
people in neighbouring Asian countries." 

"Since the Miyazawa document was 
issued, it has become permissible to say 
‘aggression’ about Japan and ‘advance’ 
about other countries,” says textbook 
editor Shimoyama, “and most textbooks 
do.” 

The working climate for textbook writ- 
ers changed further in 1986 when the For- 
eign Ministry took exception to a textbook 
that portrayed Japan’s Pacific War as a 
“war of liberation.” The book had passed 
the Education Ministry’s monitoring pro- 
cess but was revised before being released 
to schools the following year. 

The Education Ministry was accused of 
approving dubious information of another 
type this year. The rightwing Sankei Shim- 
bun charged that some new textbooks con- 
tained unsourced accounts of Imperial 
Army abuses. 

The Sankei criticism was misconceived, 


But do they say too much about Hiroshima? 


says the ministry’s Kuwabara. “What we 
tell writers is that they have to show con- 
vincing evidence to the ministry for new 
information that appears in school history 
books, not that they have to print sources 
in the book itself,” he says. 

The liberalisation of textbook accounts 
of World War II means that the new gen- 
eration of Japanese high-school students 
potentially are better informed than their 
woefully ignorant parents — but only 
potentially. One high-school teacher in 
Saitama prefecture, north of Tokyo, says it 
is all he can do to din the words “Nanjing 
Incident” into his students’ heads. The rest 
of his time is taken up with “stopping them 
from dying their hair orange or smoking in 
family restaurants.” 
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Even school children who study history 
properly don't learn much about World 
War II, says Seiichiro Takagi, a professor of 
modern Chinese history at Saitama Uni- 
versity. “History starts with the Stone Age 
and many teachers don't even begin to 
teach the modern era until a couple of 
months before the end of the school year," 
he says. 

Korean and Chinese children, by con- 
trast, study the war in detail, says Takagi. 
Teachers take them to numerous war 
museums, which give them a graphic 
impression of how Japanese troops be- 
haved. 

Japanese and Chinese books still 
present very different figures about the 
numbers of people killed by the Japanese 
army. “The Chinese habitually use the fig- 
ure 300,000 for the number of victims at 
Nanjing," says textbook editor Shimoyama. 
“But the Education Ministry doesn't like 
us to quote that figure unless we add that 
other authorities use lower figures." The 
relevant paragraph of his company's text- 
book says that “more than 100,000 people” 
were killed at Nanjing. 

"The stress placed on the Hiroshima 
and Nagasaki atomic bombs in school 
textbooks is another problem," says a dip- 
lomat from an Asian country once occu- 
pied by Japan. "It's natural and right that 
children should learn about the bombs, 
but some surveys suggest that most Japan- 
ese children still see Japan as a victim in 
World War II, rather than as an aggressor. 


PAKISTAN 


Losing 
Streak 


Foreign-policy failures 
dog Islamabad 





| By Ahmed Rashid in Islamabad 





he cause was the liberation of In- 
dian-held Kashmir. The setting, on 
June 28, a joint session of Pakistan's 


T 


| National Assembly and Senate. The two 


houses had been called together to cobble 
a bipartisan resolution condemning atroci- 
ties by Indian security forces in Kashmir. 
But once again, politics got in the way of 
the national interest. 

As the session proceeded, Prime Minis- 
ter Benazir Bhutto and opposition leader 
Nawaz Sharif seemed to have forgotten 
their original purpose — they were too 
busy trying to score political points instead. 
The session degenerated into chaos, and, 
needless to say, no resolution was forth- 
coming. "Kashmir is not a cause, it is a 
shoe with which to beat the opponent over 


| the head," said the influential Sunday 
| Times. “Pakistani leaders use Kashmir but 
| don’t agree on any strategy for it.” 





That's one reason why China, for one, still | 


feels that textbook monitoring is a prob- 
lem.” 

The only way for Japan to solve the 
World War II perception gap with China 
and South Korea is for governments to 
agree on a common wording for textbooks, 
says a retired senior official with extensive 
international experience. “This was done 
long ago by Germany and Poland so that 
children in both countries now absorb the 
same facts about the Nazi invasion and the 
Holocaust.” But Education Ministry offi- 
cials see little chance of this happening any 
time soon. 

“In China and South Korea the text- 
books are written by the government, not 
by scholars as they are here,” says Kuwa- 
bara. “Private scholars should try to work 
out a consensus about the facts of the war, 
before we hold official-level contacts.” 

A senior government official offers an- 
other view on why textbook standardisa- 
tion may be unattainable — at least with 


Kashmir is not the only blot in Paki- 
stan’s foreign-policy ledger. As Pakistanis 
look at the wider world around them, they 
see their country’s adversaries gaining in 
strength; its friends deserting it. Those it 
bet on have turned out losers. Even Prime 
Minister Bhutto concedes that Islamabad’s 
external relations are a mess. And the pros- 


| pects for progress in its three main areas of 





China. “The perception gap about the war | 
| Islamabad is still reeling from its debacle at 


is not just something that causes occasional 
frictions between our two countries — it’s 
a valuable diplomatic tool for China,” he 
says. “Until Beijing stops worrying about 
other aspects of our relationship, including 
the possibility of a Japanese approach to 
Taiwan, it’s not likely that the problem will 
be solved.” ш Charles Smith 
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interest — India and Kashmir, Afghani- 
stan, and the tiff with the United States 
over its nuclear-weapons programme — 
are bleaker than ever. 

Relations with arch-rival India have 
reached a new nadir, illustrated recently 
by the mutual roughing-up and expulsion 
of diplomatic personnel. As for Kashmir, 
Pakistani military strategists may delight 
in the fact that almost half a million Indian 
troops are tied up in anti-insurgent duty in 
the state. But those same troops are bull- 
dozing their way through the Pakistan- 
backed insurgents with brutal efficiency. 

Pakistan's attempts to internationalise 
the Kashmir issue have come to naught. 


the United Nations Human Rights Confer- 
ence in Geneva in March, when a Pakistani 
resolution condemning Indian atrocities in 
Kashmir failed to pass after Iran and China 
withdrew their support. 

If the Bhutto government tries to push a 
similar resolution at the UN General As- 
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sembly session in September, it risks a re- 
play of the Geneva imbroglio. Of course, if 
it doesn't, the opposition is bound to ac- 
cuse it of betraying the Kashmiri cause. 

In Afghanistan, a Pakistani-sponsored 
accord between rival mujahideen factions, 
which went into effect last year, has col- 
lapsed. Islamabad's Afghan protege, 
Pashtun leader Gulbuddin Hekmatyar, has 
been ousted from Kabul. The Pashtuns, 
Pakistan's historical allies in Afghanistan, 
have lost military and political power for 
the first time in 300 years. 

Meanwhile, the U.S. has grown less in- 
terested in obliging its Cold War ally. State 
Department spokesman David Johnson 
said on August 9 that Washington had no 
plans to allow delivery of the 72 F16 air- 
craft Islamabad ordered four years ago — 
and has paid US$658 million for. Even get- 
ting the money back could take Pakistan 
years of legal wrangling. 

The non-delivery of the F16 jets is tied 
to Washington's relentless pressure on Is- 
lamabad to unilaterally agree 
to a verifiable cap on its pro- 
duction of fissile material that 
could be used to make a nu- 
clear weapon. АП U.S. military 
and economic aid to Pakistan 
was cut in 1990 by the Pressler 
Amendment, which bars sup- 
port to countries believed to 
be involved in nuclear-wea- 
pons development. 

Islamabad feels it is being 
unfairly singled out by the 
US. on the nuclear issue. “Pa- 
kistan should not be asked to 
do anything unilaterally. It 
has to be done on a regional 
basis because we still have a 
serious threat perception from 
India," says President Farooq 
Leghari. Pakistanis were 
deeply alarmed by India's de- 
ployment in June of its short-range Prithvi 
missile. “The Prithvi is a country-specific 
missile for Pakistan and has a range that 
can hit most of our cities,” says Leghari. 
Bhutto says the Prithvi's deployment 
threatens an arms race. 

If so, that would be a race Pakistan, with 
its scanty resources and weak technology 
base, could ill afford. That's especially the 
case now that the days of sophisticated U.S. 
weapons on easy credit terms are over. 
Though public opinion insists that the mili- 
tary “do something” to match India, the 
options are limited. Pakistan could deploy 
Chinese-made M11 missiles, of which it 
has a few, but that risks aggravating fric- 
tion with the U.S. 

New Delhi has rejected Islamabad’s at- 
tempts to lower the nuclear temperature 
on the subcontinent. “Eight times we have 
submitted proposals to India for establish- 
ing a nuclear-free South Asia. Each time 
we have been seriously rebuffed,” says 





Bhutto. Pakistan also perceives a growing 
threat from “Indo-Israeli collusion,” which 
the former head of the powerful Inter-Serv- 
ices Intelligence (Ist) agency, retired Gen. 
Hameed Gul, claims is “a new factor that 
has qualitatively changed our security en- 
vironment.” 

Pakistani diplomats and foreign-policy 
experts blame two major omissions for the 
litany of failures. “Since the end of the Cold 
War there has been no systematic foreign- 
policy review of the changed geopolitical 
environment, and what we should be do- 
ing. Pakistan has no coherent post-Cold 
War policy on any major issue at present,” 
says a retired senior diplomat. “The other 
problem is that there is no coherent high- 
level, decision-making body that can bring 
together the army, the 151 and the civilian 
government.” 

For decades, the military made the im- 
portant foreign-policy decisions. This was 
especially so in the three key areas of In- 
dia-Kashmir, Afghanistan and the nuclear 


programme. In the 1980s, under President 
Zia ul Haq, the Foreign Office was almost 
relegated to playing the role of a diplo- 
matic post office while the 151 virtually ran 
the war in Afghanistan. 

Since the death of President Zia in 1988, 
however, the military has steadily reduced 
— though not abandoned — its overt in- 
fluence on foreign policy. Colleagues of the 
present chief of the army staff, Gen. Abdul 
Waheed, say he is reluctant to meddle in 
foreign policy. Nonetheless, both the mili- 
tary and the 151 remain obsessed with 
policy on India and Kashmir. 

"In this new situation, the Foreign Of- 
fice remains unclear as to what its param- 
eters are vis-à-vis the military, and foreign 
policy has become reactive and patchwork, 
rather than something with a direction," 
says a diplomat. The Foreign Office, the 
army, 151 and the secretariats of the prime 
minister and president remain uncoordi- 
nated. Sources close to Bhutto complain 


FAR EASTERN ECONOMIC REVIEW 


that she pays little attention to foreign 
policy. Many of her trips abroad have been 
goodwill tours which achieved no policy 
goals. 

With India and Kashmir occupying so 
much of the government's time, other rela- 
tionships are deteriorating. Pakistan is 
trapped between the conflicting demands 
of two close allies, Iran and Saudi Arabia, 
whose rivalries extend into Afghanistan 
and Central Asia. As for China, which still 
has close links with Pakistan's military, it 
has been irked by Pakistani fundamental- 
ists’ support for Islamic militants in Xin- 
jiang province. 

Hopes that the newly independent re- 
publics of Central Asia would provide Pa- 
kistan with new friends and "strategic 
depth" vis-à-vis India have been dashed. 
The Afghan civil war has blocked routes to 
Central Asia and thwarted plans to make 
Karachi port the entrepot for the region. 

To try and get Islamabad's foreign- 
policy house in order, some diplomats and 
aides to Prime Minister 
Bhutto are proposing the for- 
mation of a high-level na- 
tional security council, or a 
cabinet committee on foreign 
policy. This would bring to- 
gether all the main players — 
the government, military, ISI 
and Foreign Office. Officials 
hope such a body would have 
a small secretariat manned by 
experts. 

In the past, such a council 
has been suspect in the eyes of 
many politicians — and 
Bhutto herself — because it 
was seen as military encroach- 
ment on the prerogatives of an 
elected government. But says 
one of its backers: "The reality 
is that the military remains the 
most important player in for- 
eign policy, so it is better to bring them in, 
let them share the responsibility and the 
blame when things go wrong." The mili- 
tary is strongly in favour of the idea. "Only 
the government can take the decision to 
create such a body, but we would certainly 
welcome it," says a senior army officer. 

One uncomfortable effect of the drift in 
foreign policy has been a strengthening of 
the voices of the extreme right. A mix of 
retired military-intelligence officers and re- 
ligious-fundamentalist parties such as the 
Jamaat-e-Islami, this lobby advocates a 
tough, confrontational stance towards In- 
dia and the U.S. One of its spokesmen, 
former ISI head Gen. Gul, advocates pre- 
paring for war with India and defying the 
U.S. by testing a Pakistani nuclear device. 

Most of the Pakistani foreign-policy es- 
tablishment is far more restrained. But un- 
less the government takes a firmer tack in 
foreign policy, expect to hear views such 
as Gul's more often. п 
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@ Let Asean 
take the lead, 
let the rest 
of the world 
relax their 
isolationist 
policy, and let 
the U.S. 
remain the 
most 

intransigent y 


Gareth Evans. 
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Movement on Burma Policy 





Varied approach towards Slorc may be most effective 


the Asean Regional Forum (ARF) to discuss 

and perhaps even defuse regional political 
disputes. Yet even more may have been accom- 
plished informally, simply by bringing so many 
architects of foreign policy together under one roof 
to talk to one another. Thus did last month's se- 
ries of Asean meetings provide a venue for help- 
ing to move off dead centre an issue that has been 
frozen for six years: how to deal with Burma. 

After the military junta there killed hundreds 
of pro-democracy demonstrators in 1988, the West- 
ern world, led by the United States, treated Burma 
as an international pariah. Washington and its al- 
lies, especially Europe and Australia, insisted on 
not resuming high-level contact until Burma made 
progress in human rights. In particular, they in- 
sisted on the release of Aung San Suu Kyi, the 
opposition leader put under house arrest in 1989 
after her party won the largest number of seats in 
a constituent assembly election. 

The Asean countries, however, refused to go 
along with the international boycott. Instead, they 
argued that engaging Burma would be more pro- 
ductive than isolating it. As part of this policy of 
engagement, Burma was invited to the annual 
Asean foreign ministers meeting last month in 
Bangkok. "Our policy is a constructive one," ex- 
plained Thai Prime Minister Chuan Leekpai. "With 
this policy we are trying to open the door for 
Burma to come out and cooperate with countries 
in the region; at least to see more of the outside. 
Our policy is not to pressure them." 

Subsequent events have vindicated this Asean 
initiative. Burma's foreign minister, Ohn Gyaw, 
announced after his arrival in Bangkok that his 
government had agreed to hold talks with Boutros 
Boutros-Ghali, secretary-general of the United Na- 
tions. A number of Western governments, taking 
into account this and other steps taken by Bur- 
ma's State Law and Order Restoration 
Council (Slorc), are also reviewing 
their policy of isolating Burma. 

The man who expressed this shift 
in policy most colourfully was the for- 
eign minister of Australia, Gareth 
Evans. "The notion of making some 
kind of better progress through dia- 
logue, through communication, rather 
than through brick walls is one that 
has some merits," he said. Evans went 
on to say: "I am having to eat my 
words and I hope I don't get indiges- 
tion as a result." 

But Australia was far from being 
the only country to reassess its Burma 
policy. The members of the European 
Union (EU), too, are considering a dia- 
logue with Slorc. "The EU is prepared 
to begin talks with Slorc," Klaus 
Kinkel, Germany's foreign minister 


A sean has rightly won plaudits for initiating 
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and the president of the EU, disclosed in Bang- 
kok. Kinkel, however, went on to warn that it was 
^up to the leadership in Myanmar [Burma] to en- 
sure, by making real progress towards democracy 
and respect for human rights, that this does not 
remain a one-off meeting." Other countries, in- 
cluding Canada, Japan and New Zealand, appar- 
ently are making similar adjustments. 

The one country still adhering to a policy of 
economic sanctions and minimum dialogue is the 
U.S. But even Washington is not opposed to 
Asean's and, presumably, other countries' adopt- 
ing a more conciliatory stance. As Undersecretary 
of State Joan Spero explained at a news confer- 
ence: "Our policy towards Burma, the goals that 
we have, are really the same goals that the Asean 
countries have. They are the advancement of de- 
mocracy and human rights and the eventual open- 
ing of Burma to the world community." 

It can be argued that the U.S., by sticking to its 
hardline policy towards Burma, is being incon- 
sistent since it had decided that, at least in the 
case of China, engagement was better than isola- 
tion. That was the reason given for de-linking the 
issue of human rights from the annual renewal of 
Beijing's most-favoured-nation trading status. So 
why is it right to engage China but not Burma? 


ne answer is that China is a lot bigger than 
О Burma. The problem the U.S. had with 

China was that Washington stood to lose 
almost as much from a trade war as Beijing did. 
This is not the case with Burma. The U.S. has much 
more to offer Burma than Burma can offer in re- 
turn. This gives the U.S. much more leverage over 
Burma than it had over the Chinese. This also ex- 
plains the willingness of the Burmese regime to 
be conciliatory to the U.S., to the extent of allow- 
ing Congressman Bill Richardson, rather than, say, 
an Asean figure, to visit Suu Kyi earlier this year. 

Actually, the divided approach to Burma may 
not be a bad thing. It might be argued that the 
reason Asean has been successful is that it has 
had the advantage of being the good cop, while 
the U.S. played the role of bad cop. Without a bad 
cop around to utter threats, the good cop's effec- 
tiveness would be limited. 

Similarly, the split now in the Western camp 
may also be positive. Varying degrees of dialogue 
and pressure may be the best approach to the situ- 
ation in Burma. But the game cannot go on indefi- 
nitely. In the end the U.S. will probably have to 
ease off somewhat but, in the interests of prolong- 
ing the pressure, it should ease up more slowly 
than the other countries, so that Slorc will have an 
incentive to institute progressive reforms. 

Let Asean take the lead, let the rest of the world 
relax their isolationist policy, and let the U.S. re- 
main the most intransigent. This varied, but coor- 
dinated, approach is likely to be the most produc- 
tive. н 
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TRAVELLERS' TALES 





WATER CHESTNUT: Fancy a sea jour- 
ney, but can't afford a cruise? Just walk 
on the water instead. 

That's what Al-Haj Jabbar, 43, of Bang- 
ladesh did. He simply strolled on the 
wavetops from Khulna, in the east of 
Bangladesh, right across the Bay of Ben- 
gal to Chittagong, a port in the west of 
the country. He covered a couple of hun- 
dred nautical miles in three days, the story 
goes. Police say they tried to offer him a 
lift in a speedboat, but he declined. 

Jabbar "reached the bank of the river 
Karnaphuli walking on the water right in 
front of several thousand eye witnesses 
who were amazed to see such an unbe- 
lievable sight," reported the New Nation 
newspaper of Dhaka on July 30. 

Shortly after getting back onto dry land 
at Jetty No. 18 of Chittagong Port, Jabbar 
was mobbed by thousands of people 
(probably ferrymen who feared 
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DRINK-DRIVER: Two Australians saw a 
man in Hanoi using a hose to suck petrol 
from a car. One was allegedly heard to 
say: “Brother, I hope I never get that 
thirsty.” 








redundancy). 

The police at Chittagong con- 
tacted their counterparts in the 
east, who said Jabbar was con- 
sidered a darbesh, or saint, and 
frequently walked on water, tak- 
ing donations from crews of 
passing ships. He was the son of Subal 
Chandra Shah, a rich businessman of 
Barisal, they said. 

I was told about this by Peter King, an 
environmental specialist who works for 
the Asian Development Bank. Peter was 
amazed. “I knew the Bay of Bengal was 
polluted, but this suggests that it is al- 
ready solid,” he said. 
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his lap 








IMMORAL OF THIS STORY: Regular 
contributor Jay Ballentine was intrigued 
to stumble upon an establishment called 
the Moral Home for the Aged Sick in Sin- 
gapore. Perfect for one’s well-behaved 
maiden aunt, but what does one do with 
naughtier relatives? “I hear that there’s 
this other place across town...” said Jay, 
a twinkle in his eye. 
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legs crossed and hands joined in 


titioner of the "2сп". 


A NATURORAPIST 


instructions directing the paticnts 
to concentrate their thought on 
their illnesses. Then, as he stopped 
talking, a strange spectacle hap- 


€ sat on a raised platform 


in the manner of a prac- 


Looking 





UNNATURAL: The Vietnam Courier had a 
profile of a "Naturorapist" in its July 2 
issue, I hear from Jeremy Grant of the 
Vietnam Economic Times. l'm all for natu- 
ral birth and naturism and all that, but 
feel strongly that we shouldn't encourage 
any species of rapist. 





WATER TORTURE: The Watergate 
movie, All tlie President's Men, was 
shown in Hong Kong recently and 
awoke horrible memories for resi- 
dent Chris Holmes. 

Seven years ago, he was job-hunt- 
ing and got an interview with 
Dwight Chapin of Hill and Knowl- 
ton in Hong Kong. Chris used to 
specialise in public relations for 
writers, so Chapin asked: "Who 
made the deepest impression?" 

Various names flashed through 
Chris's mind, but he chose to name 
drop a pair of media legends. “Defi- 
nitely Woodward and Bernstein. 
Meeting the two lads, yep, that was the 
ultimate!" Chris gushed. 

Chapin brought the meeting to a gla- 
cial conclusion. 





Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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Chris wondered where he had gone 
wrong: "Dwight Chapin? Now where 
have I heard that name before?" 

Yes, it appeared in All the President's 
Men. Chapin spent time in jail after the 
Watergate hearings. 

Chris didn't get the job. 





SMALL TALK: Studies into the genetic 
causes of dwarfism are being carried out 
in the United States at the "National Cen- 
tre for Human Gnome Research," accord- 
ing to the China Daily of August 4. 

Funny. I always thought chromosome 
studies were called "Genome Research," 
but I must admit their version is more 
logical. 





DOCUDRAMA: After one too many trips 
to the oyster bar at the Shangri- 
La Hotel in Penang, Renee Cliff 
of Taipei found herself in gastric 
distress. At about 3 a.m., she de- 
cided to summon medical help. 
She called the front desk and 
asked for a doctor to be sent to 
her room. 

"Right now?" said the night manager, 
sounding surprised. 

"Of course right now," snapped Renee. 
"I wouldn't be calling you at this hour if I 
didn't mean right now." 

"Yes, ma'am. We'll send someone up 
right away." 

Shortly afterwards, there appeared a 
bellboy holding an adapter. 










WANTED 


A REPUTED HOTEL REQUIRES : 


. FEMALE : HOSTAGES 2 
: 20-25 YRS 
: CERTIFICATE LEVEL GOOD 
COMMAND IN SPEAKING AND 
WRITTEN ENGLISH 
. SMARK AND FAIR COMPLEXION 
. EXPERIENCE : АТ LEAST TWO YEARS IN 
SAME PROFESSION WILL BE 
AN EXTRA ADVANTAGE. 


AGE 
QUALIFICATION 


BRING YOUR OWN ROPES: Ever been 
kidnapped? Held to ransom? Consider 
yourself a specialist in that kind of thing? 

Here's the perfect job for you. Gena 
Morgan found this ad for female hostages 
in the Rising Nepal newspaper of Kath- 
mandu recently. I assume it was placed 
by kidnappers who prefer professional 
victims to amateurs. E 
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DISCOVER 
the 
TREASURES 
of a 
KINGDOM 


Graceful movements. 
Lilting rhythms. And a 
story as old as time. 

This is Thai classical 
dance. One of the 
many treasures waiting 
to delight you in our 
ancient land. 

Come, feel the warmth 
of our hospitality, enjoy 
the richness of our culture, 
and relax in the luxury of 
our legendary hotels. 


The experience is one 


you'll treasure i 
forever. VAN 
SZ 
ANS 
М эы ы, 
o — ÁN € 


For a FREE Thailand brochure 
mail to: 

Tourism Authority of Thailand, 
372 Bamrung Muang Road, 
Bangkok 10100, Thailand. 


Name: 





Address: 
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Fly smooth as silk and enjoy award winning food and service. 


Smooth as silk is an attitude born of a centuries old culture. It's the natural charm of our cabin and ground crews. Its aw. 


Thai's renowned Royal Orchid Service. Its Royal Orchid Plus, the frequent flyer programme with all the pluses, no mat 
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inning cuisine, some of it with a Thai flavour. It's a fresh orchid for every passenger. Smooth as silk is 


hich class you fly. Its a network that now spans the globe. Fly Thai. The airline that's smooth as silk. Thai 
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Hi-tech surgery: the cutting edge. 





By Robert Simms 


hen Indonesia's Foreign Minis- 
W* Ali Alatas required life-sav- 

ing heart surgery, he travelled to 
one of the world's most sophisticated 
medical centres: Austin Hospital in Mel- 
bourne, Australia. The successful quad- 
ruple coronary artery by-pass operation 
threw the country "Down Under" into the 
health-care spotlight. 

Asians have long flocked to Australia 
to savour its beaches and wildlife. Now 
they're finding another good reason to 
visit — to tap its medical expertise. Few 
outsiders recognised that, although it's 
home to only 18 million people, Australia 
rivals or surpasses the United States and 
Europe in many fields of medicine and 
surgery — including nuclear medicine, 
cardiac surgery, bone-marrow transplants 
and microsurgery. What's more, it's closer 
to Asia, and charges significantly less than 
other regions. 
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MEDICINE 


To Their Health 


Australia shares its medical know-how with Asians 


"Cardiac surgery here is about 60% of 
the cost of the same procedures in the 
U.S.” says Alatas’ cardiac surgeon, Brian 
Buxton, "and yet we produce results as 
good as their best." The mortality rate at 
his Austin unit for coronary artery recon- 
structions, for example, is less than 1%, 
comparable to that in such U.S. institu- 
tions as the Cleveland Clinic in Ohio. 

That success is attributable, in part, to 
Australian doctors' willingness to learn 
from their counterparts abroad, particu- 
larly in the U.S. and Britain. Buxton, for 
example, followed up his training at home 
with a stint in Scotland, then spent four 
years at the Texas Heart Institute in the 
U.S. Most of Australia's top medical peo- 
ple have gained experience abroad, and 
attend international conferences and 
workshops to stay on top of new deve- 
lopments in their field. 

Now that it has cultivated its own ex- 
pertise, Australia's medical community 
has made a concerted effort to raise aware- 
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ness of it. By welcoming overseas patients 
and sharing its knowledge with other 
countries, Australia is earning a reputa- 
tion as a leader in medicine. Buxton him- 
self is well known among Asia's medical 
fraternity. Since 1983, he has travelled to 
the region twice each year to lecture and 
operate. He has trained many of Indone- 
sia’s surgeons at Jakarta’s Haripan Kita 
Cardiac Hospital, which brought his skills 
to the attention of the foreign minister. 
And he invites Asian surgeons to Austin 
Hospital for extended training. 

The training programmes are partly 
financed through income generated from 
surgery performed on overseas patients 
in Australia. Says Buxton: "The training 
of surgeons here, who then go back to 
their own countries, is an integral part of 
our approach to providing medical care 
to people in Asia." 

Agung Wibawando, an Indonesian 
surgeon, is taking advantage of Buxton's 
training programme. “Indonesians are 
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more familiar with Australians than 
Americans, so it is easier for us to come 
here,” he says. “I’ve met other young sur- 
geons from Asia and Europe who I can 
keep in touch with in future." 

The country's medical schools also of- 
fer education to about 100 Asian students 
each year. And many medical staffers 
from Asia take post-graduate training 
here. Hong Kong-born student Benjamin 
Tang chose to study medicine at the Uni- 
versity of Sydney in 1987 because it was 
closer to home than the U.S. or Britain. It 
was also cheaper: The Australian Govern- 
ment paid for two thirds of his tuition. 
What's more, Tang says, "the Australian 
qualification gives me automatic registra- 
tion to practice in Hong Kong." 

Weng Sam, a Malaysian from Ipoh, 
north of Kuala Lumpur, decided to study 
medicine in Australia for similar reasons. 
"The medical qualifications you get in Ma- 
laysia are not recognised in the U.S., Eu- 
rope or Australia, and I wanted to keep 
my options open," Sam says. 
“An Australian medical degree 
is accepted everywhere." 

Sharing their knowledge 
with Asian colleagues pays off 
for Australians: when Asian 
doctors return home and face 
cases they can't treat, they of- 
ten refer them to their mentors. 
Anwari Mukri, retired manag- 
ing director of Bank Bumi 
Daya Plaza in Jakarta, is a case 
in point. Felled by a heart at- 
tack complicated by diabetes, 
his doctors recommended he 
travel to Epworth Hospital for 
a coronary artery by-pass op- 
eration. "The medical team 
here has a very good reputa- 
tion in Indonesia," he says, "and the af- 
ter-care they provide following the op- 
eration is better than in Jakarta." 

Australia offers training — and treat- 
ment — in highly specialised forms of 
medicine, such as bone-marrow trans- 
plants and craniofacial reconstruction. 
Marcus Vowels, head of the Bone Mar- 
row Transplant (BMT) Unit at Prince of 
Wales Children's Hospital in Sydney, has 
treated patients from Malaysia, Hong 
Kong, Singapore, Indonesia and Russia. 
And his unit has one of the world's larg- 
est paediatric BMT programmes. 

Vowels is eager to share his skills. “We 
are helping to establish new units in Asia 
by training staff and assisting with their 
first transplants," he says. "But it will take 
time for them to build the expertise to do 
complex transplants with unrelated or 
mismatched donors." 

Australia is also a leading microsur- 
gery centre. New techniques offer distinct 
advantages in infertility surgery, nerve re- 
construction surgery and reconstructive 
plastic surgery, according to Earl Owen, 
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medical director of Sydney's Microsearch 
Foundation. His foundation conducts 
workshops in Asia, the U.S. and Europe 
to show experienced surgeons how they 
can apply these techniques to their work. 

This international integration of serv- 
ices, where doctors in Asia refer to Aus- 
tralian centres those patients who require 
their technical facilities or expertise, bene- 
fits both patients and specialists. To main- 
tain its level of excellence, the Australian 
Craniofacial Foundation (ACF) in Adelaide 
needs to be able to draw patients from a 
population pool of about 40 million peo- 
ple. For 17 years, the ACF has been send- 
ing surgical teams to Asia, to operate on 
patients with severe burns or congenital 
problems such as cleft lips or palates. If 
they cannot be treated in their own coun- 
try, patients travel to the Adelaide unit. 
Some 14% of its patients now come from 
overseas, mostly from Asia, the Pacific re- 
gion and Europe, enabling it to remain at 
the forefront of this field. 





Indonesian surgeons acquire Sydney expertise. 


"This unit has the highest workload of 
any similar unit in the world," says John 
Rawes, the foundation's chief executive. 
“Tt is also one of the most advanced." It 
uses cutting-edge computer 3-D imaging 
of the skull, for example, to give physi- 
cians an accurate view during surgery. 

As Australian specialists' expertise and 
quality of their facilities become more 
widely recognised, the country is winning 
more referrals. “The U.S. used to be con- 
sidered the place to go for specialist medi- 
cal services," says Laurie Doolan, an 
anaesthetist who works with Buxton at 
Austin Hospital. "But as we operate on 
more and more people, the word is get- 
ting back that we can do the job just as 
well, if not better." Buxton and Doolan 
also travel to Asia twice a year to visit 
former patients, a service few other coun- 
tries’ doctors offer. 

Patients and their relatives get more 
than just medical help while in Australia. 
“We do a lot for the patients and look 
after their families as. part of a package 
deal,” says Denis Hogg, chief executive 
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officer of Melbourne’s Epworth Hospital. 
“We provide appropriate cuisine, inter- 
preters and all other services or advice 
they need.” This includes finding accom- 
modation for relatives and arranging 
church or temple visits and sightseeing 
tours. 

This professional attitude has led to an 
increasing demand for Australian special- 
ists’ services. In 1993-94, more than 3,500 
overseas patients came to Australia spe- 
cifically for medical treatment, up from 
some 2,000 in 1989-90. 


T» Australian Government does 
what it can to smooth the way for 
overseas patients. "Providing local 
patients are not disadvantaged, the gov- 
ernment is happy for overseas patients to 
use Australian medical facilities," says 
Tony Adams, chief medical adviser to the 
Commonwealth Department of Health. 
Once arrangements have been made with 
the hospital or specialist, and they are sat- 
isfied that all costs will be paid 
by the patient, the Department 
of Immigration issues medical 
visas without delay. Criminals 
and patients whose conditions 
threaten Australia's public 
health are declined, however. 

Altruism is not the only 
force driving the extension of 
Australian health services to 
Asians. Health services are 
seen as a valuable export com- 
modity — especially since rev- 
enues from overseas patients 
help to finance Australia's do- 
mestic medical system. Proce- 
dures performed in Australia 
are, on average, about half the 
price charged in the U.S. But 
they are still dear: a coronary artery by- 
pass operation costs about US$25,000; a 
bone-marrow transplant, which requires 
30 to 60 days in hospital, may cost 
US$30,000-70,000. This year, income from 
overseas patients is expected to exceed 
A$100 million (US$74 million), twice the 
amount collected in 1989-90. In that year, 
they paid some A$31 million for treat- 
ments and A$22 million for accommoda- 
tion and related expenses. 

Overseas referrals indirectly benefit 
Australian patients, too. To reduce health- 
care costs, authorities have closed a 
number of hospital wards. But bringing 
Asian patients to Australia provides the 
income to allow some of them to re-open. 
“We don't actively seek patients from Asia 
to provide income for the hospital,” says 
Andrew Hilton, chief executive officer of 
Austhos, Austin Hospital’s marketing 
arm. “But when we are asked to take 
cases, we are happy to accept them." ш 
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Robert Simms is a medical journalist and 
photographer based in Sydney. 
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BOOKS 


All the Presidents' Man 





Diplomacy by Henry Kissinger. 
Simon & Schuster, 1230 Avenue of the Americas, 
New York, N.Y. US$35. 





This is a textbook on realpolitik by the 
master of the craft himself. Not content 
just to make history, Henry Kissinger 
wants to ensure that the record is prop- 
erly understood. Provocative, penetrating 
and self-serving, Kissinger's Diplomacy 
interprets Western diplomacy from the 
17th century to the end of the Cold War, 
focusing its critical wrath on American 
idealism in the debate between “pro- 
ponents of foreign policy as strategy and 
of foreign policy as crusade." 

In 900 pages of analy- 
sis and advice, Kissinger, 
national security adviser 
and co-author with Ri- 
chard Nixon of the dra- 
matic United States 


passing grade for such an analysis." None- 
theless, he acknowledges that "Americans 
could be moved to great deeds only 
through a vision that coincided with their 
perception of their country as excep- 
tional,” a “beacon” of freedom and de- 
mocracy for the world. 

Then came Vietnam. "With the enthu- 
siasm of the innocent," the Eisenhower 
administration leaped to the defence of 
South Vietnam after the 1954 Geneva Con- 
ference, writes Kissinger, and later “inex- 
perienced idealists in Washington” under 
President John Kennedy led the U.S. 
deeper into overextension and disaster. 
“America’s rejection of national interest 
as the basis of foreign 
policy had cast the coun- 
try adrift on a sea of 
undifferentiated moral- 
ism,” he concludes. 
America had to confront 








opening to China and, 
later, secretary of state 
under Presidents Nixon 
and Ford, argues that 
there are two main 
schools of foreign-policy 
thinking in the U.S.: ide- 
alism and realism. 

President Woodrow 
Wilson, author of the 
Fourteen Points in 1918 
and proponent of the 
League of Nations fol- 
lowing World War I, 
typifies the idealist: proclaiming the uni- 
versality of American values and a com- 
mitment to propagate them around the 
world. His predecessor, Theodore 
Roosevelt, hero in Cuba with his Rough 
Riders during the Spanish-American War, 
represents for Kissinger the alternative, re- 
alist vision: a “European-style” pre-occu- 
pation with the balance of power and the 
national interest. Kissinger's interpretation 
of U.S. diplomacy from Wilson to Presi- 
dent Bill Clinton, which makes up the 
heart of the book, is woven around an 
evaluation of these two themes. 

A proponent of realism and power 
politics, Kissinger is critical, even sarcas- 
tic, about Wilsonian-type idealism and the 
notion of diplomacy “as a conflict between 
good and evil, and as a struggle on be- 
half of the free world.” For example, com- 
menting on an early State Department ex- 
planation that NATO was designed to in- 
fluence not the balance of power but “a 
balance of principle,” former Harvard pro- 
fessor Kissinger remarks: “No history 
graduate student would have received a 
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the gap between power 
and principle. 

Anyone can guess the 
rest of Kissinger’s Viet- 
nam story. Realpolitik 
came to the rescue. 
Beseiged by “violent” 
anti-war demonstrators 
at home, President 
Nixon, coached by Kis- 
singer, achieved a with- 
drawal from Vietnam 
“with honour” by play- 
ing communists against 
communists. When the Soviet Union 
threatened to attack China in the summer 
of 1969, Nixon warned Moscow that the 
U.S. would not remain indifferent if they 
attacked (“perhaps the most daring step 
of his presidency”), and thus began the 
famous opening to China. “It marked 
America’s return to the world of 
realpolitik,” which was sustained through 
the Ford and Reagan administrations — 
one would hardly know that Jimmy 
Carter was president in between — cul- 
minating in the collapse of communism. 

Kissinger’s interpretation of Western 
diplomacy in terms of geopolitics is illu- 
minating about the dreams and decep- 
tions of post-World War II U.S. foreign 
policy, but in the end, an analysis of po- 
litical power alone is not enough. The 
pursuit of power as “national interest” 
was not sufficient, as Kissinger notes, to 
motivate the American people to support 
major U.S. initiatives abroad. And an 
analysis of relations among nations, both 
then and now, that conceives of foreign 
policy simply as the self-interested pur- 
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suit of power is not enough to explain 
why states cooperate as well as confront 
each other in the post-Cold War world. 

Especially notable in Kissinger's sin- 
gle-minded treatment is a lack of consid- 
eration of the growing web of global eco- 
nomic relationships (trade, investment, 
foreign assistance and technology trans- 
fer) that binds all countries of the world 
together in patterns of growing interde- 
pendence. 

Also ignored by the guru of realpolitik 
are the communications revolution and 
transnational ties among environmental 
campaigners, multinational corporations, 
peace groups and human-rights activists 
that have begun to shape international re- 
lations in new ways. Finally, the diplo- 
macy of non-Western countries, with the 
brief exception of China, is barely men- 
tioned at all. 

Warily picking a path among the dan- 
gers and the opportunities in today’s 
world after communism, Bill Clinton and 
other leaders are obviously confused 
about the possibilities. Kissinger describes 
the lowest common denominator, the pur- 
suit of political power. Learning from the 
limitations of his vision, others will have 
to provide the imagination and the cour- 
age to attempt something better. 

W Peter Van Ness 


Peter Van Ness teaches international relations 
and Chinese politics at the University of Denver. 





Akbar on Ice 


Indian Food: A Historical Companion 

by K. T. Achaya. 

Oxford University Press, Walton Street, Oxford, U.K. 
US$35. 








Curry is India’s greatest contribution 
to mankind, wrote Norman Douglas, Brit- 
ish traveller and novelist. One assumes 
that Douglas’s tongue was firmly planted 
in his cheek when he penned this assess- 
ment, but his comment hints at a wide 
range of opinion not only about the ori- 
gin and preparation of curries but about 
Indian food — of which curries form only 
a small part. 

Vegetarians in India have vigorously 
spread the idea that the majority of Indi- 
ans shun meat and fish. To them, and to 
many non-Indians, K. T. Achaya reveals 
that Hindus, including Brahmins, ate beef 
in Vedic times and during many later cen- 
turies. 

Communists and atheists have long 
known this, and used the fact to fight con- 
servative Hindus who sought a ban on 
cow slaughter soon after India gained in- 
dependence in 1947. The anti-cow-slaugh- 
ter lobby won, except in West Bengal and 
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Kerala, where communists have held 
power for many years. 

Achaya draws on anthropology, ar- 
chaeology, literature, philology and 
botany to present a broad history of the 
Indian diet from pre-historic times to the 
present day. He reinforces the view, held 
by many scholars, that the prohibition 
against cow slaughter had no legitimacy 
in either ancient scripture or practice. 
There was an economic rather than moral 
or ethical emphasis in the evolution of 
the custom that only barren cows should 
be killed for their flesh. 

Hindu, Buddhist and Jain saints had 
no monopoly on vegetarianism. Achaya 
tells us that the 16th-century Mughal em- 
peror Akbar rarely ate meat, and that 
Aurangzeb, a fanatical Muslim ruler who 
destroyed many Hindu temples, es- 
chewed animal flesh as well. 

The Muslims came to India in the 12th 
century as conquerors, but they could not 
overcome all local beliefs and traditions. 
Many Muslims regularly used the water 
of the Ganges — considered by the Hin- 
dus to be the holiest of rivers — even on 
journeys away from Delhi. This may have 
been political: the 14th-century Muslim 
Thuglaks, for example, realised the ad- 
vantage of drinking water from a river 
considered sacred by the majority of their 
subjects. 

Achaya's work provides a valuable 
glossary of non-English words and an in- 
dex of Latin names. It is full of interesting 
nuggets, including the fact that ancient 
Indians used toothpicks marinated in cow 
urine. He also notes that Frederick Tu- 
dor, who made his fortune selling ice from 
frozen Massachusetts rivers and lakes (in- 
cluding Thoreau's Walden) to the British 
in India, also introduced ice-cream in the 
early 19th century. But long before the 
arrival of Western ice-cream, Emperor 
Akbar's kitchen was preparing kulfi — a 
frozen mixture of milk solids, pistachios 
and saffron essence in conical metal re- 
ceptacles. 

Despite the wealth of facts he has 
gleaned from scores of books, Achaya 
fails to spin original theories or produce 
a coherently organised book. Indian Food 
also leaves out interesting chapters in the 
Indian culinary saga: how Indian monks, 
merchants and travellers influenced the 
cuisine of neighbouring countries, for ex- 
ample, and how they imported foreign 
traditions to India. The story of Indian 
indentured labourers in Fiji, South Africa, 
Mauritius and Trinidad, and what they 
ate, could have been an arresting chap- 
ter. 

Achaya, a chemist and gourmet, whets 
the reader's appetite but fails to serve a 
satisfying banquet. m Arthur J. Pais 


Arthur J. Pais, a writer based in New York, is 
the co-author of A World of Curries. 
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Singing in 
The Tropics 


The Songs of Salanda and Other Stories of 
Sulu by H. Arlo Nimmo. 

University of Washington Press, P.O. Box 50096, 
Seattle, Washington. US$22.50. 








Thirty years after completing his doc- 
toral field work, anthropologist H. Arlo 
Nimmo took his experiences among the 
nomadic boat-dwelling Bajau people of 
the Sulu Islands in the southern Philip- 
pines and turned them into fiction. In his 
academic writing, Nimmo felt hemmed 
in by the facts, and wanted to do more 
with his experiences than swap them as 
cocktail-party chat. 

It is ironic, then, that the chief value of 
this collection of short stories remains the 
anthropological insights 
they offer into a vanished 
way of life. 

And for someone who 
felt constrained by facts, 
Nimmo certainly pro- 
vides a lot of them. Too 
often, it seems, he repro- 
duces his field notes or 
transcribes tape-recorded 
conversations. "I decided 
to return to my barracks 
and record the events of 
the preceding 24 hours," 
he informs us early in the 
book. “Masa remained at 
the back of the boat and 
invited me to smoke," he 
writes a few pages later. 
"| did so." 

Still, Nimmo is per- 
haps better equipped to set his fiction in 
Sulu than any other outsider. In the early 
1960s, he spent several years living on 
houseboats with the Bajau, inspired to go 
to Sulu when, as a graduate student, he 
proposed writing about these seafaring 
nomads and found little about them in 
his college library. 

He paid his dues. Perhaps it was the 
narrator of these stories who, to gain a 
foothold in the community, smoked ciga- 
rettes when offered them, though he was 
a non-smoker; learned the Sama language, 
then unrecorded, word by word by point- 
ing at objects and jotting down the re- 
sponse; and when invited to stay over- 
night on a houseboat, endured a long 
night on a hard deck. 

But the narrator's character is deve- 
loped so poorly — we only know him as 
^Melikan," the Bajau pronunciation of 
American — that it's easy to assume that 
these are Nimmo's experiences and that 
he is doing the talking. 

Gradually, the narrator was accepted 
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into the Bajau community. As readers, we 
also gain entry, first witnessing the death 
of a Bajau wife in childbirth. We meet 
Bangsa, the motherless boy who every- 
one assumes the anthropologist will take 
home with him. But the saitan — spirits 
that the Bajau believe cause illness and 
other misfortune — invade Bangsa's stom- 
ach and he quickly dies. A few weeks 
earlier, Melikan had been unprepared for 
the Bajau's violent reaction to the young 
mother's death. Yet when the boy dies, 
he yells until his throat aches, smashes 
coconuts on the beach and breaks limbs 
against tree trunks until his strength is 
spent. 

We meet Salanda, a beautiful young 
Bajau wife with a melodious voice, who 
leaves her husband and children to sing 
at weddings and celebrations throughout 
Sulu with a handsome male partner. But 
he eventually deserts her and she returns, 
pregnant and penniless, to her husband. 
Within months, she looks 
like an old woman, with 
sagging breasts and be- 
tel-stained teeth. 

Many of Nimmo's 
most vivid characters 
aren't Bajau at all, but 
foreigners. Mrs. Dickens, 
for example, the well- 
meaning relative of a 
U.S. Embassy staff mem- 
ber in Manila, occasion- 
ally becomes unhinged 
and travels throughout 
the Philippines offering 
mayors and missionaries 
untold riches from the 
non-existent Philippine 
Development Associa- 
tion. One mayor orders 
an official car, speedboat 
and airplane, as well as a new city hall, 
movie house, electric plant, telephone sys- 
tem, airport and housing project. 

It's just as well that Nimmo has vivid 
characters to populate his stories, because 
Melikan alone doesn't hold our interest. 
The deepest insight he offers is: "beer over 
ice really is not bad in the tropics, espe- 
cially when the alternative is beer at room 
temperature." 

Ominously, at the outset of the book, 
Nimmo tells us that he went to Sulu be- 
cause he felt a need to leave his culture 
"before it consumed me as it consumed 
my brother." A trail of aches lay behind 
him, "a young lifetime of little hurts from 
trying to fit into spaces not intended for 
people like me." 

But he never again mentions his 
brother. And at the end of the book, al- 
though one learns a lot about the Bajau, 
one wonders, “people like who?" 

m Janet Brooks 


c 


and Other Stories of Sulu 


Janet Brooks is a writer based in Hong Kong. 
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At Toshiba, we see a new kind of tomorrow. 

One where restrictive corporate borders are 
transformed into paths of shared innovation. 
And world-class companies work together for 
the benefit of all. 

A vision that's evident in our recent partnership with 
IBM and Siemens. 

By forming an international alliance with these two 
industry leaders, we're pushing technology to places 
never before deemed practical, or even possible. 

Together, were developing an advanced generation 
of dynamic RAM — a 256 megabit DRAM chip. 


By pioneering 0.25 micron technology, electronic 


ture, we had to tear down some old walls. 





pathways 1/1600 the width of a human hair are being 


used to pack 256 million bits of information — enough to 


hold 25,000 pages of text — onto a fingernail-sized chip. 


'The result will push the capacity of semiconductors by 





over 16 times. But that's only the beginning. 

It will accelerate the innovations of our 
next century — many not even imagined 
yet — by years. 

Enable applications like interactive 
television, multimedia, mobile computing and voice 
recognition to become commonplace. 

Drastically reduce the size of computers, Personal 
Digital Assistants and communications devices. 

And establish an important, standardized techno- 
logical springboard for future generations of highly 
dense chips. 

Remarkable, yes. 

But no less than 
youd expect from a 
company with one 
of the industry's strongest R & D and patent records. 

Because at Toshiba, were working on a world 
without borders. Cooperation through coalition. And 


innovation beyond expectation. 


In Touch with Tomorrow 


TOSHIBA 


Toshiba Electronics Asia (Singapore) Pte., Ltd.: 460 Alexandra Rd., 421-00 PSA Bldg., Singapore 0511 Tel: (278) 5252 Fax: (271) 5155 
Toshiba Electronics Asia Ltd., Hong Kong Head Office: 10F, Sun Plaza, 28 Canton Rd., Tsim Sha Tsui, Kowloon, Hong Kong Tel: 3756111 Fax: 3750969 
Seoul Branch Office: Room 1061, Chamber Bldg. 45, 4-KA Namdaemun-Ro, Chung-Ku, Seoul, Korea Tel: (2) 757-2472 - 4 Fax: (2) 757-2475 
Toshiba Electronics Taiwan Corp., Taipei Head Office: 17F, Union Enterprise Plaza Bidg., 109, Min Sheng East Rd., Section 3, Taipei, Taiwan, R.O.C. Tel: 02-514-7913 Fax: 02-514-7892 


For further information, contact: 
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COMMUNICATIONS 


Watch This 


Japan's cable-TV services have long been an underused asset. 
Thanks to a change in government attitude and some local- 
foreign joint ventures, things are changing. 





By Jonathan Friedland in Tokyo 


he middle-class Tokyo suburb of 
i Suginami is an unlikely spot for a 
potentially far-reaching bid to shake 
up Japan's telecoms industry. Yet near the 
1950s-style tin-roofed high street, replete 
with open-air vegetable stands and fish 
hawkers in wooden clogs, technicians from 
Denver, Colorado-based Tele-Communica- 
tions Inc. (TCI) are busy at work. They are 
designing an interactive cable network ca- 
pable of providing the area's 230,000 
households not only with movies, home- 
shopping and karaoke-on-demand, but 
cheaper phone service as well. 

There are plenty of questions about 
whether TCI and its partner, the giant trad- 
ing house Sumitomo Corp., can pull it off. 
But the mere fact they are trying indicates 
the smart money believes Japan will fol- 
low the United States in gradually blurring 
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the lines between the cable-television in- 
dustry and providers of telephone service. 
What's more, the cable-TV industry, which 
can offer a bundle of services that tele- 
phone companies cannot, might very well 
have a cost advantage. 

TCI and Sumitomo are not alone. An- 
other major trading house, Itochu, has 
joined forces with Time Warner, Toshiba 
and U S West to chart a similar course. 
Viacom, the owner of MTV, is sniffing 
around for a Japanese partner. Companies 
as diverse as the big computer maker Fu- 
jitsu and railway-to-department store con- 
glomerates Tokyu and Kintetsu are also 
beefing up cable operations that until re- 
cently were considered commercial back- 
waters. Kintetsu recently applied for a li- 
cence to offer telecoms services through its 
cable network in the Kansai region, home 
to Osaka. 

The reason for all the excitement over 
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Japan's once-moribund cable-TV industry 
has to do with a big change in the attitude 
of the Ministry of Posts and Telecommuni- 
cations (MPT). Cable has traditionally been 
viewed primarily as a means of delivering 
TV to isolated rural towns and fostering 
public-access programming in urban areas. 
To the MPT, a fervid backer of broadcast- 
satellite TV, cable was a sort of technologi- 
cal weak cousin. The ministry therefore 
rigged things to keep the industry frag- 
mented and unprofitable. 

Last December, the MPT implicitly re- 
cognised that Japan was slipping badly be- 
hind the U.S. in utilising fibre-optic cable 
as the core of a digital-information infra- 
structure, something accomplished in the 
U.S. not by the phone companies but by 
such entrepreneurial cable firms as TCI. 
These companies, many of which have 
started in the last 10-15 years, have wired 
62% of American households. In Japan, 
cable serves only 5.4% of households. 

What's more, the MPT recognised that 
Japanese operators had little hope of catch- 
ing up without some help. Officially, only 
20% of the nation's urban cable operators 
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make money — industry sources say none 
do on a recurring basis. All are strait- 
jacketed by shareholder structures that mix 
companies like Toshiba or Nissho Iwai 
with local ward assemblies, and none can 
claim reasonable economies of scale. The 
country's largest cable firm, Nippon Net- 
work Services, has 100,000 subscribers and, 
last year, sales of around US$25.7 million. 
TCI, by comparison, has 9.56 million sub- 
scribers and posted 1993 sales of US$3.5 
billion. 

So the ministry took several steps aim- 
ing to make the cable industry more attrac- 
tive to investors. It eased restrictions limit- 
ing foreign ownership of cable firms, and 
abolished a requirement that operators be 
community-based. It also said it would al- 
low companies to operate multiple-area 
cable systems, and encouraged them to get 
into the telecoms business. 

According to Yasushige Nishimura, 
deputy general manager of Sumitomo’s 
cable division, the MPT's decision to loosen 
up regulations has "had a significant im- 
pact on the attitude of businesses involved 
in the industry and on the attitude of 
financial institutions towards them." 

MPT official Koichi Katigiri agrees. 
"There have been active moves towards 
multi-system ownership since December,” 
he says. “We believe the consolidation of 
the operators into big groups will only ac- 
celerate in the future." 

For now, however, companies remain 
cautious of committing really big money 
to the cable game until the MPT clarifies 
just how far it will allow the likes of Sumi- 
tomo or Itochu to move onto Nippon Tele- 
graph & Telephone's (NTT) turf. Formerly 
Japan's monopoly supplier of local phone 
service, NIT has lately seen its franchise 
eroded by a handful of well-backed cellu- 
lar companies. Yet it still has plenty of clout 
with the bureaucrats who are now setting 
guidelines on such make-or-break profit 
issues as how much it will cost to 
tap into NTT's trunk lines. 

In the shorter term, cable com- 
panies face another potentially for- 
midable adversary: public indiffer- 
ence. Most Japanese fork over Y2,000 
every two months to NHK, the state- 
owned broadcaster, and see little 
point in paying five times as much 
to a cable operator unless it offers 
something really different. "Japan- 
ese people spend their leisure 
money on pachinko and golf,” says 
Eric Gan, a telecoms analyst at Gold- 
man Sachs. “Are they going to shift 
their spending to TV?" 

Sumitomo's Suginami Cable TV 
shows how the big investors are at- 
tempting to lure consumers off the 
links and onto the couch. Sumitomo, 
which owns 47% of the venture, 
handles management, sales and 
government relations. TCI, which 
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Bare Market 


Japan’s meagre cable-TV industry lags America’s 


Penetration Ratio (of households) 62% 5.4% 








Largest Operators 








Note: Japan figures calculated at ¥105 to the U.S. dollar 


won't take a stake in the venture until next 
year, is designing and supervising installa- 
tion of the system and purchasing compo- 
nents through its head office. 


hen it begins operations in De- 
W cember, Suginami will offer 

standard programming at a cheap 
price and will subsidise the replacement of 
existing apartment building master anten- 
nae with its own system. Come April, near- 
video-on-demand, round-the-clock video 
games and probably a nascent form of 
Japanese home shopping will be provided 
initially to 1,000 or so homes. Gradually 
these services will become available 
throughout the ward. 

Nishimura says Suginami is calculating 
the return on its relatively modest ¥4.2 bil- 
lion investment solely on the basis of a 30% 
penetration of households in its franchise 
area. “New services will increase the cable 
company’s chances for survival,” says 





Soon, something more to use these for. 
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Subscribers 57 million 1.87 million 
Channels more than 37 fewer than 25 
Market Size US$21.5 billion US$50.5 million 
Hours per day spent viewing TV 7-8 2 


Tele-Communications Inc. 
Subscribers: 9.56 million 
1993 Sales: US$3.5 billion 
Operating profit: USS1.0 billion 
Operating Margins: 28.6% 

Avg. Cost/Subsers. p.a.: US$366 


o| 







Nippon Network Services 
Subscribers: 0.1 million 

1993 Sales: US$25.7 million 
Operating profit: US$4.8 million 
Operating Margins: 18.5% 

Avg. Cost/Subscrs. p.a.: US$257 


Source: Goldman Sachs 


Yasuo Kosugi, president of Suginami Ca- 
ble TV, "but we have to break even on the 
conventional services that we offer." 

If Suginami proves a winner, Sumitomo 
and TCI will attempt to replicate the for- 
mula in the 18 other cable-operating com- 
panies being folded into a joint venture 
they plan to establish by year's end. Fujitsu 
is taking a similar tack: it announced in 
late July that it would begin offering an 
experimental package of services through 
half a dozen of its affiliated cable opera- 
tors, beginning in December. 

Time Warner Entertainment Japan 
(TWEJ), the holding company for the cable 
operations of Itochu and its partners, is tak- 
ing a more gradual approach. It too be- 
lieves that a return on investment can be 
sensibly based only on revenues from con- 
ventional TV offerings, and, like Sumi- 
tomo, thinks success lies in standardising 
system design and management among its 
operators. 

But, says Makoto Kato, TWEJ's ex- 
ecutive vice-president in charge of 
new business development, if the 
cable industry is allowed to offer 
other services like banking, health 
care and, of course, telephony, it will 
become a far more interesting pro- 
position. “Sooner or later,” he says, 
“there will be a change of circum- 
stances, and that's when you will 
start seeing much more movement." 
As in the U.S., he suggests, cable 
firms will likely forge alliances with 
insurgent telephone companies like 
DDI and Japan Telecom to offer a 
package of affordable entertainment 
and communications services. 

Sumitomo's Nishimura is much 
less circumspect. "Once we prove 
that cable and telephony are a pro- 
fitable mix," he says, "everyone, and 
I mean everyone, will want to get 
involved." x 
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AIRLINES 


«t mala 


Provides 
down to 
earth 
information 
while you're 
up in the 
air. 


As one of the world's leading 
airlines, Malaysia Airlines 
understands that the 
frequent business traveller 
needs to keep in touch 
with what's going on in Asia. 


That's why it provides 
executive passengers with the 
most authoritative 
publication in Asia. 

The Far Eastern 
Economic Review. 





FarEastern Economic 





Asia's Business Newsweekly 
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Tribute Time 





| By Nury Vittachi and Michael Westlake 
in Hong Kong 


here's air-traffic congestion at 
| ] ground level in Beijing as the world's 

three main aircraft manufacturers 
jostle to sell their goods to shoppers ex- 
pected to spend US$66 billion over the next 
| 20 years. 

The latest arrival is Boeing President 
Ron Woodard, who visited the Great Hall 
of the People on August 8 — an auspicious 
day in the Chinese calendar — to announce 
a major upgrading of the American com- 
pany's activities in China. 

Boeing plans to spend US$100 million 
over the next two years to build a 32,000- 
| square-foot headquarters and a huge 
| spare-parts centre, both in Beijing, and to 
| provide two flight simulators to help train 
Chinese pilots. Woodard 
| also signed a contract 
with Xian Aircraft to 
make and assemble the 
rear section of the mid- 
size Boeing 737 for world 
markets. In a further 
move designed to reflect 
China's importance, the 
company said that Mike 
Zimmerman, the incom- 
ing president of Boeing 
China, will be the only 
country representative to 
report directly to Wood- 
ard. 

Beijing has appealed 
to aircraft-industry leaders to help up- 
grade its training facilities and, eventually, 
its fleets. Rapid growth in demand, the 
1988 break-up of the Civil Aviation Ad- 
ministration of China into 45 smaller air- 
lines, aging Russian aircraft and under- 
trained pilots have combined to give the 
country one of the poorest air-safety 
records in the world. 

The promise of future aircraft con- 
tracts, meanwhile, has created a turf bat- 
tle in China involving Boeing, European 
consortium Airbus Industrie and the 
United States’ McDonnell Douglas. АП 
have stepped up public-relations efforts 
recently to trumpet what they're doing for 
China's airline industry. The battle means 
that there's a lot of choice for customers, 
| some of whom are buying more than one 

brand. 
Boeing so far leads the market among 
foreign manufacturers (excluding former 
| Russian suppliers). It already has sold 
more than 150 aircraft to Chinese airlines 
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Simulator: safety push. 





Western aircraft companies woo China 


and is fulfilling orders for dozens more. 

Arch-rival Airbus, headquartered in 
France, has 15 planes operating in the coun- 
try and is working on orders for 24 more. 
The company began to upgrade its China 
presence nearly a year ago and in Decem- 
ber named Rolf Rue, formerly the Toulouse- 
based Airbus marketing vice-president for 
China, to head Airbus Industrie China. The 
new division will have a high degree of 
autonomy, with responsibility for Airbus 
product support and supply of spare parts 
in the Asia-Pacific region. 

In early August, Airbus announced an 
initial investment of about US$25 million to 
set up three flight simulators for planes 
ranging from the small, twin-engine A320 
to the longer-range, four-engine A340 to 
help meet China's extensive training needs. 
The country's airlines often send their crews 
and maintenance teams 
overseas — usually to 
Singapore, Japan or New 
Zealand — for flight 
training on other airlines’ 
equipment. 

China's major inter- 
national airline, Air 
China, only this year ac- 
quired its first three 
simulators for several 
Boeing models that it 
flies. China Eastern has 
only one McDonnell 
Douglas MD82 simula- 
tor it commissioned in 
1987. China Southern set 
up two simulators for Boeing models in 
1992, added another this year, and expects 
to set up one more in 1996. But other carri- 
ers, such as China Northern and China 
Northwest, have yet to acquire the ma- 
chines that are critical for pilot instruction. 

McDonnell Douglas, the third foreign 
player vying for position in the China mar- 
ket, has taken a different tack. The com- 
pany, which has delivered 39 planes to 
China, is building entire aircraft under a 
joint-venture agreement in its bid to estab- 
lish lasting relationships. 

"We are ahead of our rivals in China 
from an industrial point of view," says 
John McDonnell, the company's chairman. 
"The MD80 assembly line in Shanghai is 
the only aircraft-assembly line in China." 
He believes that his rivals are now push- 
ing investment to keep aircraft sales go- 
ing. "We've turned that around, and аге 
trying to get industrial partnerships with- 
out necessarily the guarantee of sales," he 
says. [А] 
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px WHICH SEVEN ORGANIZATIONS 


PRESENTS 


The sian 


WILL WIN ASIA’S 


Management MosT PRESTIGIOUS 
Awards MANAGEMENT AWARDS? 








IN ASSOCIATION WITH 
Faroe Econom On August 31, seven outstanding Indonesian 
ШІ organizations will be recognized for management 
excellence. These seven organizations have distin- 
PRINCIPAL SPONSORS guished themselves from a field of over 300 
INDONESIAN BANKERS nominees in Indonesia participating in a rigorous 
М2 / INSTITUTE search and selection process, faculty review and 


final deliberations. 





= METRO PACIFIC CORPORATION 


Snot NEPTUNE ORIENT 


They are the winners of the fourth Asian 
Management Awards. 
LINES LTD 

Awards will be made in seven categories. 
They are: 


e SIAM COMMERCIAL BANK sc. 





e General Management 


ШП YTL Corporation Berhad Marketing Management 
Bí i5 " © Financial Management 
ASSOCIATE SPONSOR € Operations Management 
e PLDT e Information Technology Management 
The Telecommunications Company € People Development and Management 
IM e Development Management 
Z OFFICE OF THE BOARD The Indonesian winners will be announced at The Asian Management 
ORINKESTMENT, halari Awards Dinner in Jakarta August 31 at the Golden Ballroom of the Jakarta 
On ee Hilton International. Profne Wardiman Dioioegoro, Minister of Education 


M and Culture will present the awards. And the awards will be presented before 
Philippine Airlines Asia's top leaders in government, enterprise, and the academe. 


OFFICIAL HOTELS p Я "TE А 
Hong Kong — Hong Kong Hilton The Asian Management Awards is presented in six countries by the 
Indonesia — Jakarta Hilton International ы fe » E 1, 
Malaysia — Shangri-La Hotel Kuala Lumpur Asian Institute of Management and the Far Eastern Economic Review in 
Philippines — The Westin Philippine Plaza а 3 $ 2 E А E 
Singapore — Hyatt Regency Singapore partnership with leading Asian companies and organizations. Awards cer- 
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ECONOMIES 


Learn From Li Peng 


To understand China’s economy, listen to its buzzwords 





By Kari Huus in Hong Kong 


ome insults never go out of style. 
S Like, in China, accusing someone of 

being a fanshipai, literally a “what- 
everist.” In the late 1970s, during China’s 
previous succession struggle, the reform- 
minded hurled this invective at leftists 
who'd mindlessly followed the twists and 
turns of Mao’s policies. Now, according to 
Beijing scuttlebutt, leftists trying to gain a 
political toe-hold have flipped the charge 
around, labelling as toadies the pro-market 
supporters of supreme leader Deng 
Xiaoping. 

This sort of linguistic ping-pong is noth- 
ing new for China, where economic policy 
is expressed through official aphorism 
(“Learn from Lei Feng”; “Let a 
hundred flowers bloom") and 
street-level reaction in pithy 
catchphrases. While these may 
lack the accuracy of central- 
bank statistics, they are in some 
ways more telling. The current 
lexicon suggests a nation recoil- 
ing from too much change, too 
fast. 

Gone, for instance, is Deng's 
giddy 1992 summons for 
"faster pace and bolder steps" 
in the economy. That call 
prompted tens of thousands of 
state-workers to “jump into the 
sea" of capitalist enterprise. 
Among other things, entrepre- 
neurs and bureaucrats began 
using state funds to "fry land" 
in lucrative property deals. 
With the economy spiralling 
out of control and urban infla- 
tion running at 30%, Vice-Pre- 
mier Zhu Rongji stepped in last summer 
with a series of austerity measures meant 
to cool things down. 

The Politburo line that replaced Deng's 
call this year — a 20-character phrase that 
means "seize the opportunity, deepen re- 
form, enlarge opening, promote develop- 
ment and ensure stability" — had all the 
pizazz of a vinyl soap dish and none of its 
clear purpose. What had been a push to 
"speed up development" was watered 
down so that in 1994 it is laudable merely 
to "promote development." "Stability," 
temporarily out of favour, has regained 
currency as the "prerequisite guarantee for 
reform." 

Along with pouring cold water on the 
economy, Zhu launched a series of more 
comprehensive reforms in finance and 








аа 


taxation. Beijing reformers have done their 
best to distinguish this phase of increased 
central-government control from the “rec- 
tification” that followed the 1989 crack- 
down on Tiananmen Square protests. That 
period, during which the economy ground 
down into a dismal slump, is now some- 
times referred to as "the unfortunate years 
of retrenchment that led to stagnation." 
These days, revisions in reform policies 
are called “fine-tuning” instead of “rectifi- 
cation." But it's not clear that fine-tuning, 
by any name, will fix China's most vexing 
problems, particularly in the still-massive 
state sector, where two thirds of all plants 
are losing money. How odd, then, to hear 
Vice-Premier Zhu — generally seen as a 
hard-headed economic realist — reject criti- 





Let a hundred slogans bloom. 


cism of the state economy with a syrupy 
slogan from the height of the Cultural 
Revolution: "Things are good, they're get- 
ting better and better, and they're much 
better than last year." Says a former Red 
Guard: "This is classic jiadakong" — blow- 
ing a lot of hot air. 

Still, there are signs of realism amid the 
hot air. The leadership has begun calling 
people without jobs “unemployed,” aban- 
doning: the socialist euphemism “people 
waiting for work assignments.” Much of 
the jobless problem owes to the wave of 
migrant labourers flooding the more pros- 
perous coast from the impoverished hin- 
terland. Recognising that these people are 
crucial to the development of the coastal 
economy, Beijing has ceased referring to 
them as a “blind wave” of labourers. They 
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are now “wave of peasant workers,” a 
phrase more pleasing to socialist ears. 

Not all of China’s buzzphrases are 
handed down from Beijing. Those gener- 
ated from below also reflect a mood of cau- 
tion. Since the property market cooled off 
and debt chains re-emerged, some of those 
who once dived head-first into the capital- 
ist sea have learned the meaning of risk, 
and a new term has gained currency. 
Shang'an is “to go ashore,” or find security 
by seeking or returning to jobs with the 
state sector. 

In the economic free-for-all, plenty of 
cynicism has slipped into the language. 
Zaishou — to cheat someone familiar — has 
become popular, particularly since the ad- 
vent of real-estate deals. Those disinclined 
to repay debts, for example, are advised to 
borrow from relatives or friends, who'll be 
unable to collect for risk of losing face. This 
is also the occasion to dredge up an an- 
cient proverb that lays blame for being 
ripped off with the naive: "Only the fish 
who wants to be caught will be caught." 

On the other hand, new expressions 
arise daily ennobling those 
who can finesse the system. 
"King" is the designation for 
rock-n-rollers, underground 
book dealers, computer sales- 
men — anyone at the top of his 
profession, "except govern- 
ment officials" as one young 
man notes disdainfully (there 
are plenty of other names for 
them). The most adept specu- 
lators — who move swiftly 
from land to oil futures to club 
memberships — are called 
chaojia, a designation that ele- 
vates a speculator, or "stir- 
fryer,” to something like a 
“capitalist” or “industrialist.” 

The scramble for money has 
diverted attention from politics. 
People don’t talk so much 
about Comrade Deng as they 
did just a few years ago. His 
message, and the state of his 
health, are now handed on to the masses 
through his daughters. Accordingly, peo- 
ple often say Dengjia, or the Deng Family, 
to describe power emanating from the top. 
A good relationship with Dengjia is the 
coveted goal of businessmen in China. 

Even Premier Li Peng seems to have 
overcome his penchant for attracting nick- 
names. After the 1989 crackdown, he be- 
came the “Butcher of Beijing” to the West 
and, to Chinese youth, “the panda” (a refer- 
ence to the demented-looking mascot-logo 
of the much-maligned 1990 Asian Games, 
held in Beijing). Now he is simply the pre- 
mier. The Tiananmen debacle is now a dis- 
tant event for most Chinese, but it has a 
legacy in the lexicon of 1994: “Tiananmen- 
faced” is the term for a nervous bureaucrat 
telling an official lie. и 


SNNH нух 


AUGUST 25, 1994 





HSBC Holdings plc Є» 


e: icorporated in England with limited lighiliv. Registered in England: number 617987 
Registered Office and Group Head Office: 10 Lower Thames Street, London EC3R SAE, United Kingdom 




















1994 interim results 





30 June Half-vear to 30 June 

1994 1994 

us$2,251m Profit before tax £1,46im 
Profit attributable 

us$1,445m to shareholders £938m 

us$0.57 Earnings per share 36.99p 

us$0,12* Dividends per share 8.00p 
us$26,339m Capital resources 


30 June 
1993 


£1,179m 


£831m 
33.12p 


7.00p 


£17,0081m £15,312m 


* The dividends per share are translated at ihe 30 June 1994 exchange rate for reference only. 





First half 1994 over first half 1993: 


* Pre-tax profit up 2446 and attributable 


profit up 13% 


* Pre-tax profit up 27% and attributable 
profit up 15% in Hong Kong dollars 


* Earnings per share up 1246 


* Dividend per share up 1446 


* Risk asset ratio 13.8% and tier 1 


capital ratio 8.6% 





The 1994 Interim Report will be sent to shareholders on 
Friday, 26 August 1994. Copies may be obtained from 


Group Public Affairs, HongkongBank, Level 17, 
1 Queen's Road Central, Hong Kong. 


CCFavourable economic conditions in 


most of our markets, combined with 
success in controlling costs and 
reduced provisions for doubtful 
debts, enabled the HSBC Group to 
achieve a 13 per cent increase in 
attributable profits for the first half 
of 1994. 


We continued to make progress in 
integrating Midland into our Group, 
and we are comfortably on track in 
achieving forecast synergy benefits. 


When announcing our 1993 results 
in February, we said that trading 
conditions in the capital markets 

in 1994 would be more difficult, 
and that has proven to be the case. 
Our dealing profits were well below 
those of the comparable period 

last year. 


Our overall performance in the first 
half of 1994 was nevertheless 
satisfactory, enabling us to increase 
our interim dividend by 14 per cent 
to 8 pence per ordinary share. 


Our Group should benefit from 
continued growth in the economies 
of South East Asia, particularly in 
Hong Kong, coupled with improved 
economic conditions in North 
America and the United Kingdom, 
but we will need to meet the 
challenges of a more competitive 
marketplace. 


—A AW oM 


Sir William Purves, Group Chairman 
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ASIA BUSINESS NEWS 


Is THE ONLY BUSINESS AND 
FINANCIAL NEWS CHANNEL 


PRODUCED IN ASIA FOR ASIA. 


FarKastern Economic 


Don’t miss the Far Eastern Economic 
Review on air with Review editors 
and correspondents. Plus, humour 

columnist Nury Vittachi. 
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Far Eastern 
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(Continued) 


5.00pm Asian Market Digest 
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7.00рт The Asian Wall Street 
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The Asian Wall Street 
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Far Eastern 
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SOUTH KOREA 





Starting to Sizzle 


hings are heating up in South Korea, 

and not just in reaction to a scorch- 

ing summer. The economic recovery 
has gathered pace, leading many forecast- 
ers to raise their predictions of full-year 
GNP growth to around 8%. That compares 
with 5.6% last year. Some South Koreans 
now fret that after several years of below- 
par performance, the industrial machine is 
beginning to overheat. 

Certainly, such rapid acceleration brings 
problems. Inflation jumped to 6.9% in July, 
compared with 5.9% a month earlier 
(though higher food prices caused by 
drought may bear some responsibility). 
Production constraints are also looming. 
Factories were operating at an average 84% 
of capacity in June, the highest level since 


| early 1991, according to Kim Joo Hyung of 


the Lucky-Goldstar Economic Research In- 
stitute. “Surging orders are straining pro- 
duction capacity,” he notes. 

The third focus of concern is the current 


| account. The production boom has been 


underpinned by strong domestic invest- 
ment that is sucking in imports of capital 
goods and raw materials. In the first six 
months, the current account had a deficit 
of US$2.7 billion. Goldman Sachs (Asia) 
predicts a full-year deficit of around US$3 
billion, compared with a US$384 million 
surplus in 1993. Others, however, see vari- 
ous factors that could arrest the slide. Pri- 
vate economists in Seoul, noting a rapid 


| increase in the politically sensitive trade 


deficit with Japan, believe the South Ko- 
rean Government may act to hold the defi- 
cit to nearer US$2 billion. 

Japan looms large in the South Korean 


| recovery. The yen’s rise against the U.S. 
| dollar has fuelled the expansion by mak- 


ing South Korea’s exports more competi- 
tive abroad. First-half exports rose 13% 
from a year earlier, to US$43.8 billion. The 
biggest export category, home appliances, 


| surged 22%, while semiconductors leaped 
| 60%, cars 15% and ships 39%. Imports, 


spurred by strong facility investment, grew 
15% in the first six months, to US$47.3 bil- 
lion. Machinery imports were up 26%, elec- 
tronic parts 23% and consumer goods 19%. 

The pattern of trade confirmed South 


| Korea's perennial dependence on Japan: 


Seoul's deficit with Tokyo ran to US$5.9 
billion in the first half, up by a third from a 
year earlier, reflecting increased purchases 
of Japanese inputs by South Korean export- 
producers. Trade officials predict the defi- 


| cit will reach US$12 billion by year-end — 
| à potential cue for bilateral tensions. 


For the moment, the growth surge 
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shows no signs of abating. Industrial pro 
duction climbed nearly 11% in June 
slightly above the average — 10.5% — foi 
the first six months. Unemployment fell tc 
2.1%, the lowest in two years. GNP growth 
in the second quarter is estimated at 8.5- 
9.076 by government economists at the Ko- 
rea Development Institute, extending the 
first-quarter pace of 8.8%. 

The central bank has taken a firm but 
flexible attitude towards the dangers of in- 
flation. After action to dampen monetary 
growth sent interest rates soaring in June 
and July, the authorities relented some- 
what. Corporate-bond rates have declined 
from a high of 13.409; on August 9, though 
the trend remains upwards. 


South Korea's factories are humming, 
raising fears of overheating 


% change, year-on-year Annual rate (%) 
20 75 
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Source: Korea Foreign Trade Association, Bank of Korea 


Despite higher rates, the investment 
surge seems set to continue. Domestic ma- 
chinery orders in June rose 24% year-on- 
year. According to a company survey, capi- 
tal spending in the second quarter surged 
53%, with respondents signalling they in- 
tend to maintain this level of expansion. 

On the currency front, the outlook is for 
a stronger won. Many analysts say an ex- 
pected easing of stockmarket-investment 
rules may bring sizable foreign inflows in 
the second half, which would exert up- 
ward pressure. Goldman Sachs Asia also 
predicts the central bank will let the won 
appreciate to counter the imported infla- 
tion that comes with goods from Japan. It 
predicts Won 790 to the U.S. dollar by year- 
end, up from Won 805 now. Other fore- 
casters see a smaller appreciation. 

m Shim Jae Hoon 
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To Market, to Market 


Indonesia's Humpuss counters the sceptics 





By John McBeth in Jakarta - 





xecutives of the Humpuss Group 

know what they have to do to fulfil 

the company's ambition to go public 
in the next three to five years. The question 
is: Is it possible? 

They will have to show that Humpuss, 
founded by President Suharto's youngest 
son, is built on something sturdier than 
political contacts and sweetheart deals. 
They will also have to contend with scepti- 
cism about the reasons for the planned flo- 
tation. Some critics believe that Humpuss 
founder Hutomo Mandala Putra, better 
known as Tommy Suharto, mainly wants 
to protect his holdings after 1998, when his 
father is expected to end his long tenure as 
president. 

Tommy, aged 32, and older brother 
Sigit Haryoyudanto, 43, incorporated 
Humpuss in 1984, with Tommy holding a 
6096 share. He unveiled his plans to list the 
group during a July interview with the 
Surabaya-based Jawa Post. "Not only are 
we prepared to go public, but we are seri- 
ous about going international because we 
have the opportunity to do it and the gov- 
ernment is encouraging it," he said. 

Humpuss executives, however, won't 
commit to a timetable. Planning Director 
Bernardino Vega hints at a strategy that 
may involve private placements and bond 
issues for individual group companies be- 
fore a public listing. "We don't want to be 
in a situation two or three years down the 
road, where we are forced to say 'Oh, wait 
a minute, we didn't see this coming' and 
have to reconstruct our growth pattern," 
he says. "It's been done before, and that 
has conveyed mixed messages to the pub- 
lic and to shareholders." 

As for the talk about Tommy finding 
ways to protect his back in the run-up to 
1998, Vega says: "Whatever you do, there 
are people with opinions — and that you 
really can't avoid. The only thing we can 
do is try to establish ourselves. We are ac- 
countable for all our businesses; we have 
audits, we pay our taxes, we are good cor- 
porate citizens." 

Humpuss comprises 37 units — accord- 
ing to Vega — built around oil, petro- 
chemicals, air and sea transport and toll- 
road and seaport ventures. "Humpuss has 
grown over the last six to seven years into 
a true conglomerate," he says. "The way it 
has developed is very synergetic; we have 
strengthened our position in certain indus- 
tries and established synergies within 
those." Vega points to the US$825 million 
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port expansion at Tanjung Priok, Jakarta's 
port, as an example. And Humpuss, which 
already operates a fleet of oil tankers, is 
now thinking of moving into container 
ships and bulk carriers. "That's what I 
mean by synergy," Vega adds. 

In April, Finance Director Edwin Hu- 
dioro put Humpuss' total assets at Rps 1.1 
trillion (US$491 million). During a wide- 
ranging interview, Vega estimated 1993 
group sales, including affiliates and sub- 
sidiaries, at about Rps 2 trillion, pro- 
ducing a "modest" profit of Rps 105 bil- 
lion. Humpuss hasn't disclosed compara- 
ble figures for earlier years. 

The figures don't impress analysts. 
Some are even sceptical of the relatively 
small profit figure, given the company's 
history of relying on political connections 
to win favours and contracts from the state- 
run oil company, Pertamina. In particular, 





Tommy Suharto: big plans. 


they point to the lack of a genuine money 
machine. 

“Frankly, I think it will be difficult for 
them to go public," says a Jakarta-based 
source who has studied the company. 
“We're still not very clear about Humpuss' 
operations. It seems to me to be a seasonal 
company. The way it changes each year 
indicates it's not solid." Indeed, names rou- 
tinely come and go on Humpuss' roster of 
group companies. 

Analysts also say the myriad joint ven- 
tures under the Humpuss umbrella muddy 
the profit picture. One such venture is 
Humpuss Sea Transport, generally describ- 
ed as the company's biggest revenue earn- 
er. Most of the vessels operate under Libe- 
rian-registered joint ventures with firms 
such as Japan's Mitsui and Mitsubishi, 
making it difficult to assess the extent of 
company profits. The company has an ex- 
clusive, 20-year contract, secured from 
Pertamina in. 1989, to ship 1.5 million 
tonnes of liquefied natural gas a year from 
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East Kalimantan to Taiwan and Japan. 

Vega says Humpuss' cash flow has be- 
come much more diversified — and there- 
fore much less obvious. "We had one es- 
tablished cash cow, and that was our trad- 
ing department," he explains. "But now it 
is distributed over three, four or five com- 
panies. That's a normal progression, it's 
part of the business cycle." 

Others question the strength of the com- 
pany's management. "They have very 
good businesses, some of which were se- 
cured through political contacts," notes a 
stockmarket analyst. “But they seem to 
show an inability to build up anything on 
their own." 

Many businessmen say Humpuss has 
too often brought influence and access to 
the negotiating table but very little else. 
Vega is prepared for the charge. "About 
85% of the projects that come to us need 
either money or political back-up and they 
[the proposers] always say they have the 
expertise," he says. "There are less of them 
these days. Now that I think we've estab- 
lished ourselves, if they [prospective joint- 
venture partners] don't bring real value to 
a project, then they won't be in it." 

Vega is part of a trimmed-down senior 
management team preparing for what he 
predicts will be big changes. "When we 
talk about going public and optimising our 
financial structure, we have to talk about it 
in a regional sense," he says. "You can no 
longer talk about just local markets. We 
have to be able to see regional markets and 
we have to look to regional alliances." 

That applies to domestic and regional 
carrier Sempati Air, a joint venture be- 
tween Humpuss, which holds 25%, timber 
baron Bob Hasan, with 35%, and the Tri 
Usaha Bhakti group, which is run by the 
military's social-welfare foundation. The 
airline may be the first Humpuss-backed 
company to go public — possibly as early 
as next year. 

After suffering losses of Rps 27.4 billion 
in 1990-91 — the first two years after the 
consortium took charge of the ailing airline 
— Sempati seems to have experienced a 
turn-around. Sempati Air president Hasan 
Soedjono reported pre-tax profits of Rps 
12.4 billion in 1992 and Rps 19 billion in 
1993. Analysts suggest, however, that Sem- 
pati's political connections help it secure 
supplies at below-market prices, which 
may partially explain the stronger profits. 

With previously lucrative oil trading 
clearly fading in importance, analysts say 
Humpuss will have to show it can build 
other profit centres. Among them, they say, 
may be Marga Mandala Sakti, an affiliate 
established in 1989 to build and operate 
the 77.5-kilometre Tangerang-Merak toll- 
way in West Java. Taiwanese contractors 
have completed half the project, which will 
remain under Humpuss management for 
23 years. 

Other windfalls are expected from 
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Humpuss Patragas, а U5$28 million joint 
venture with Pertamina to explore Central 
Java's on-shore Cepu block. The company 
has reportedly struck oil in five of the six 
wells it has drilled and plans to produce 
10,000 barrels a day within the next three 
years. Patragas President Arthur Irawan 
forecasts eventual annual revenue of more 


than US$60 million. 
A tim Methanol Industri, a US$300 

million methanol plant under con- 
struction in East Kalimantan. Humpuss 
will provide 20% of the equity, with the 
remaining 80% coming from IKB Deutsche 
Industriebank of Germany and Nissho 
Iwai of Japan. 

Scheduled for completion in 1997, the 
plant was originally a joint venture with 
state-owned fertiliser company Pupuk Kal- 
tim. It was diverted to the private sector in 
1991 when President Suharto banned state 
firms from engaging in large-scale offshore 
borrowing. About 60% of the new plant's 
660,000-tonne production capacity will be 
exported. The remaining 40% will go to- 
wards making Indonesia self-sufficient in 
methanol. 

For the last eight vears, Humpuss' gen- 
eral trading division has distributed Per- 
tamina-produced terephthalic acid (used to 
make textiles) and methanol (an ingredient 
of glues used in the plywood industry). 
These and other distribution and servicing 
contracts have kept the group on course — 
and, probably, afloat. 


РІ T: ake It | 


third potential high-yielder is Kal- 


Identifying Tommy Suharto's friends isn't : 


terribly difficult. Малу of them are part- 
ners with him in a proliferation of busi- 


2 пеѕѕеѕ that-have no connection to his 


Humpuss Group. The list i$ remarkable 
more for its diversity than anything else. 


Clearly the most eye-catching venture 


by President Suharto's youngest son has 
been the purchase of Automobili Lambor- 
ghini; a deal he and flamboyant musician 
Setiawan Djody struck with Chrysler in 
November 1993. The Italian car firm is 


© estimated to have cost. anywhere from 


US$50 million to US$125 million, much 


higher than Chrysler paid for it six years 
earlier. 
Few details of the deal have been 


made public. But at a recent press confer- _ 
ence, Djody confirmed for the first time 
that Tommy was his equal partner in Ber- : 


-muda-based MegaTech, which owns an 
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80% share of Lamborghini. The rest be- 


longs to Mycom, a Malaysian real-estate 
and. gaming concern in which Djody's | 
-Setdco shipping and mining company . 


Humpuss is also seek- 
ing to revive another 
victim of the president's 
1991 ban: a North Suma- 
tra-based aromatics plant 
that was planned as a 
USS1.4 billion joint ven- 
ture between Pertamina 
and either Mitsui or 
Thyssen Rheinstahl Tech- 
nik of Germany. Now 
that those two firms have 
backed out, Humpuss is 
talking with Taiwan's 
China Petrochemical 
about a scaled-down, 
US$600-700 million plant 
producing chemicals for 
Indonesia's textile indus- 
try. 

Understandably, there 
is one joint venture 
company executives pre- 
fer not to talk about. That 
is Humpuss’ ill-fated 
acrylic-fibre project with 
Eddy Tansil, the entrepre- 
neur who received a 17- 
year jail sentence on Au- 
gust 15 for bilking Bapin- 
do, the state development 
bank. A 1993 official com- 
pany profile describes the venture with 
Tansil’s Golden Key group as a potentially 
“indispensable contributor" to Indonesia's 
textile-spinning industry. The plant has 
been completed but remains idle. Cost over- 





also hasa an hrei ae 
There: was e auc that Тоу 
entered the deal because he wants to 


bring Formula 1 racing to his newly- 

opened Sentul circuit, south of Jakarta. 
But that notion died after Lamborghini 
tory that makes racing еп- 





says he wants to ex- 
technological know- 
chow io н. а MegaTech compact саг 


аға factory he plans to build іп either. 
‘Surabaya or Bekasi. Industry analysts are- 


sceptical of the plan. — 
Many of Tommy's ‹ other interests ap- 


: реаг under the umbrella of Gading Man- - 
< dala Utama and. Panca Permata Harapan, 


two holding companies- established out- 
“side the Humpt 
ecutives won't talk about those concerns 
or about what Tommy does outside the 
company. But there are indications that 





‘some executives aren't happy that his at- 


tention sionally Strays from Hum- 
puss.. 
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Movers & 
Traders 





preserve. Humpuss ex- 


Gading Mandala Utama, a vig ven 


runs and other problems 
have left ita monument to 
° political interference and 
5 bad judgment (see related 
E story, page 53). 
^ Sources close to the 
company say Tommy 
learned only from a 
chance conversation in 
Seoul that Tansil intended 
to use second-hand ma- 
chinery in the plant. The 
information came from a 
South Korean executive 
whose firm was arrang- 
ing to ship the equipment 
from Glasgow, Scotland. 
The sources say the dis- 
covery, in early 1993, 
prompted Tommy to look 
further into the venture 
and eventually to pull 
out. Although Tommy 
has hinted that Humpuss 
may consider taking over 
the plant, Vega doesn't 
think that will happen. 
Even though Tommy 
has severed his link with 
Tansil, the Bapindo debt 
scandal has inevitably 
renewed interest in 
Humpuss’ own debt position. An anony- 
mously produced top-50 “dead-beat” list 
that circulated in Jakarta last year put the 
company’s debt at Rps 634 billion. Vega 
says Humpuss has a total exposure of Rps 


ture with school chum Irvan Gading, was 
set up to accommodate a string of small 
enterprises Tommy has sought to acquire. 
Some of the deals, however, appear to 
have fallen through. And three firms he 
targeted — supposedly involved in water 
distribution, marble and coal mining — 
are little more than shell companies, ac- 
cording toa Jakarta business source who 
is familiar with the group. oe 
The same source says Tommy has 
backed away from the purchase of state- 
run paper maker Kertas Gowa, which 
halted production two years ago with re- 
` ported: losses of up to Rps 20.8 billion 
(US$9.9 million). A similar situation 
seems to surround his. planned acquisi- 
tion of Kertas Bekasi Teguh, a long-estab- 
lished paper company owned by Djamzu 
Papan and his family that has a string of 
debts to overseas banks and suppliers. . 
The source also questions Tommy's 
purchase; widely reported in the local 
press, of the Asia Permai group, which. 
-has acknowledged debts of Rps 150 bil- 














. lion: Initially an electronics distributor, 


Asia Permai later expanded into shoes, 
rattan furniture, a арышын and even 
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56 billion to state banks. He also says 60% 
of the company's debt is in the form of 
overseas syndicated loans, mostly for ships 
and aircraft. "If our loans were defined as 
bad debts,” he points out, "the interna- 
tional banks should have been the first to 
give a warning." 

Besides its mysterious origins, the 
“dead-beat” list didn't clarify whether its 
figure included debts that Tommy has in- 
curred outside the company. These include 
Rps 700 billion owed to Bank Indonesia by 
his Clove Stock Management Agency 
(BPPC), which monopolises trade in cloves, 
the main ingredient of Indonesian ciga- 
rettes. 

Apart from the BPPC, Tommy has nu- 
merous other private interests, including 
holdings in mobile telephones, banking, 
property development, car racing and a 
joint venture with South Korean vehicle 
assembler Kia. Perhaps his most spectacu- 
lar deal was the purchase last year, with 
wealthy artist friend Setiawan Djody, of the 
gold-plated Italian car maker, Automobili 
Lamborghini (see accompanying story). 

Vega rejects suggestions that money is 
being siphoned from Humpuss to pay for 
Tommy’s other ventures. “When you make 
an investment plan, it means you have to 
project a revenue stream if you are to 
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The Buck Stops Here 


Vietnam moves to curb dollar transactions 





By Michael Vatikiotis in Bangkok 


ne of the oddest ironies of Viet- 

nam's victory over United States 

forces is the virtual reliance of the 
local economy, almost two decades later, 
on transactions in the U.S. currency. The 
use of the greenback is so widespread in 
urban areas such as Hanoi and Ho Chi 
Minh City that even the ubiquitous cyclo 
drivers accept payment in dollars. 

That may be set to change later this 
year. Prime Minister Vo Van Kiet has is- 
sued strict regulations to wean the eco- 
nomy off the dollar and strengthen the 
value of the Vietnamese dong. From Octo- 
ber 1, all foreign currency earned by Viet- 
namese enterprises must be deposited into 





| accounts at authorised banks, and "all pay- 


optimise the financial structure," he says, | 


pointing to the company's five-year plan- 
ning cycle. “If we started siphoning off 
funds, the company would go down the 
drain. We don't have all the money in the 
world." п 


latex surgical gloves. After 1990, how- 
ever, it suffered a serious downturn be- 
cause of marketing problems and the 
government's tight-money policy. 

Tommy’s other umbrella, Panca Per- 
mata Harapan, was created in the late 
1980s as a property and investment arm. 
It is currently building a US$90 million 
shopping mall and 90-unit apartment 
project in south Jakarta. The company 
also intends to develop a 105-hectare site 
on Batam Island into a resort complex. 
Other plans include a three-star hotel 
and resort centre near Sentul, and other 
new hotels in Central Jakarta, Bandung, 
Ujang Pandang and Cilegon. 

Outside the two holding companies 
are Mandala Enterprise, a Singapore- 
based trading company that Tommy 
established with motor-racing friend 
Ricardo Galael, and a joint venture with 
Fritz Eman's Inda Uda group and South 
Korea's Kia Motor. The second of these 
is expected to get off the ground next 
year. Then there is Era Mobitel, a 
mobile-phone joint venture with elder 
brother Sigit and friend Johnnie Her- 
manto. m John McBeth 
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ment for goods and services shall be made 
in Vietnamese currency.” 





[A 


So much paper, so little money. 


Foreign bankers and Vietnamese econo- 
mists generally welcome the decree, say- 
ing that if foreign exchange can be driven 


| into the banking system it would streng- 


then foreign reserves and give the system 
the liquidity it so badly needs. But they 
warn that implementing the measure will 
be an uphill battle, given the Vietnainese 
public's widespread suspicion of the vola- 
tile local currency, the inefficiency of the 
banking system, and a liquidity crunch that 


| has driven even state-owned companies to 


settle transactions in dollars. 

These large companies are the ones 
most likely to be affected by the ban on 
dollars, though how the government plans 
to enforce it is not yet clear. Small-time 
traders are likely to slip underneath any 
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net. ^To police everyone using dollars is 
well-nigh impossible," says one foreign 
banker in Hanoi. 

Foreign businesses operating in Viet- 
nam should not be significantly affected, 
as their licences authorise them to main- 
tain foreign-exchange accounts, says John 
Brinsden, manager of Standard Chartered 
Bank in Ho Chi Minh City. But a Western 
banker in Hanoi says he's still waiting to 
see the fine print of the decree. "It does 
have an effect on our business. I’m sur- 
prised we haven't seen it." 

The regulations themselves are not new, 
dating back to a 1990 State Bank decree. 
Since then, the government has periodi- 
cally urged Vietnamese to substitute dong 
for dollars. More significant this time is 
Prime Minister Kiet's strong reminder to 
abide by the rules, with a deadline for en- 
forcement. “It’s very significant, that for the 
first time the Vietnamese 
Government has made it 
clear that the Vietnamese 
dong is to be the only cur- 
rency used in the country," 
says a local economist in Ho 
Chi Minh City. 

The State Bank has al- 
lowed its official exchange 
rate to mirror the parallel 
market rate for nearly five 
years. At first, the dong tum- 
bled 60% in 1991 to a low of 
14,000 to one U.S. dollar, but 
it bounced back and held its 
value at around 10,500 
throughout 1992 and 1993. 
Since the start of the year, it 
has slipped 4.4% to nearly 
11,000 dong to the dollar. “It 
might be a well-chosen time 
to do this, as it will check the 
gradual slide in the value of the dong,” 
comments Standard Chartered's Brinsden. 

Even more important than stabilising 
the dong, which some Vietnamese export- 
ers still consider overvalued, is the urgent 
need to channel more funds into the bank- 
ing system. After five years of courting for- 
eign investment, Vietnam has recognised 
that it must mobilise an even greater 
amount of domestic capital to forge ahead 
with its economic development. 

But bankers note that although Viet- 
namese have been encouraged to deposit 
foreign currency in banks since 1991, funds 
were trickling in at a rate of no more than 
US$5 million a month by the end of 1992. 
Official estimates of the amount of foreign 
currency held by Vietnamese outside the 
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banking system is around US$600 million. | 
Unofficial estimates exceed US$2 billion, 
most of it in dollars or gold. 

Vietnam also wants to get a handle on 
its money supply, to prevent the type of 
unbridled inflation that has accompanied 
growth in China. But one immediate diffi- 
culty with banning the dollar, bankers say, 
is the shortage of dong in the marketplace. 
Printing more currency is not a likely solu- 
tion. “There has to be sufficient currency 
floating around to replace the dollar, but 
the government wants to control inflation, 
so it maintains tight control of the amount 
of currency in the market,” says one for- 
eign banker in Hanoi. 

There has been talk of a new mone- 
tisation of the dong. A major problem with 
the currency is that any appreciable 
amount of dong comes in large bundles of 
low-value notes. Currently, 50,000 is the 
highest denomination dong note in gen- 


In Dong We Trust | 


The value of the Vietnamese 
currency has stabilised 
SAU 
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eral circulation, worth less than US$5. But 
bankers in Vietnam believe that the gov- 
ernment is wary of tinkering with the cur- 
rency, because a new dong would arouse 
fears of a cancellation of the old notes, driv- 
ing people even deeper into dollars. 

Making the local banking system more 
efficient might help encourage transactions 
in dong, suggests a local economist. None 
of the two dozen local commercial banks 
has yet established a branch network in the 
provinces, which would allow individuals 
and economic organisations to send money 
through the banking system. Those who 
do rely on bank transfers complain of de- 
lays and charges, though serious efforts are 
under way to streamline the process. 

In the meantime, many make transac- 
tions in cash, and therefore find the dollar 
less cumbersome, the economist notes. 
“The government has to improve the bank- 
ing system, so people don't have to carry 
so much currency between provinces.” ш | 
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By Nigel Holloway in Washington - 
| f United States Commerce Secretary Ron 





Brown is looking for success stories to 

trumpet during his trip to China on Au- 
gust 25, he might consider the case of Don 
Miller and Ederer Corp., a manufacturer of 
large cranes based in Seattle. 

Miller spent nearly two years looking 
for a Chinese partner to build his cranes, 
which are used in the construction of dams 
and ports. After rejecting five Chinese 
companies, he found the one he wanted, 
Shanghai Crane & Conveyor, and has been 
working with the firm for 10 years. He's 
now poised to sign a joint-venture 
agreement with Shanghai Crane that he 
expects will soon generate US$15 million 
in annual sales — a big deal given that 
Ederer's current revenue is around US$20 
million. “All the words they use to describe 
doing business in China — persistence, 
patience, hard work — apply to me,” 


| Miller says. 


This is a lesson that the Clinton ad- 
ministration might take to heart, too, in 
its dealings with China. Bilateral relations 


| seem to be on a sounder footing than at 


any time since the tanks rumbled into 
Tiananmen Square more than five years 
ago. The change is epitomised by Brown's 


| trip to Beijing. Although the commerce 


secretary will raise human rights, the 
main purpose is to get down to business 


| with the Chinese and work to expand 


trade. 

Both sides will be glad to put the recent, 
rancorous past behind them and con- 
centrate on economic issues. Still, the fu- 
ture holds dangers. By bringing trade into 
the foreground of U.S.-China relations, Bei- 
jing and Washington will be forced to con- 
front an awkward fact: trade flows be- 
tween the two countries are extraordinar- 


| ily lopsided. 


For every dollar of American goods 
bought by the Chinese, the U.S. buys 
US$3.40-worth from China. Since Ameri- 
can exports to China are so small (US$8.8 
billion last year) in relation to U.S. imports 


| from China (US$31.5 billion), the former 


have to go up by leaps and bounds to pre- 
vent the imbalance from growing even 
wider. Instead, the U.S. appetite for Chi- 
nese goods is expanding a lot faster than 
trade in the other direction. 

In May, President Bill Clinton ex- 
plained his decision to “delink” human 


| rights in China from the annual extension 


of most-favoured-nation trading status, by 
describing "the world's fastest-growing 
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Down to Business 


| U.S. zeroes in on trade imbalance with China 


economy" as a great export opportunity 
for the U.S. 

So the Clinton administration has tc 
deliver on the export side. "Congressmen 
are going to start questioning the utility of 
the China market if the bilateral trade im- 
balance keeps growing," says a govern- 
ment analyst in Washington. 

China already has the second-largest 
trade surplus with the U.S. after Japan, and 
the Central Intelligence Agency recently 
predicted that the surplus would rise to 
USS28 billion this year from US$22.8 bil- 
lion in 1993. China buys only three times 
as much from the U.S. as Indonesia does 
despite having a population seven times as 
large. 

Franklin Lavin, executive director of the 
Asia Pacific Policy Centre in Washington, 
says that the structure of U.S.-China trade 
is also badly skewed. While the Chinese 
sell a broad range of consumer goods to 
Americans, four of the top 10 items the U.S. 
exports to China are in areas where a Chi- 
nese merely picks up the phone and places 
an order — aircraft, fertiliser, wheat and 
oil. And Lavin notes that there is a whole 
range of foreign goods, such as cars and 
consumer durables, which are either 
banned completely in China or are heavily 
restricted. 


n American executive doing a lot of 
A business with China says, ^we may 

indeed face political problems over 
the trade imbalance, but it depends a lot 
on the rate of growth of the deficit." She 
adds, however, that China is not seen in 
the same light as Japan, whose surplus 
with the U.S. is double China's. "The rea- 
son for U.S. frustration with Japan is the 
perception that it's not a level playing field. 
You haven't heard those complaints about 
China," she says. 

Also, nobody seriously thinks that Chi- 
nese exports are stealing jobs from Ameri- 
cans, says a member of the congressional 
staff. "Those jobs were lost decades ago to 
the Koreans and the Japanese,” he says. 
They in turn lost them to the Chinese. 

Robert Kapp, president of the U.S.- 
China Business Council, concedes that a 
large trade imbalance between the two 
countries is politically “inflammable,” but 
can be dealt with by opening the Chinese 
market. In any case, he says, the trade 
problem "does not have the same lethal 
salience as human rights" and does not 
imply an American assault on China's 
ways of governing itself. 

And many people in China reacted 
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Why the Gap Is Growing 


The U.S. trade deficit with China largely reflects Chinese 
exporters’ gains in the American market 
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One reason: China's top 10 exports to the U.S. (/e/t) are mainly consumer 
goods, while its imports from the U.S. are big-ticket items (right) 
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positively to the vote in the U.S. House of 
Representatives on August 9 to reject by a 
large margin a resolution to disapprove 
Clinton’s decision to renew China’s trade 
status. “There is a belief in Beijing that 
Congress is placing more stress on a stable 
and continuous relationship with China,” 
says Joseph Massey, managing director of 
International Strategic Advisers in Wash- 
ington. Adds a congressional staff mem- 
ber: “What this vote may represent is the 
end of a political cycle in U.S.-China rela- 
tions.” 

All this friendly talk does not mean that 
the U.S. is approaching the trade imbal- 
ance with kid gloves. “China maintains one 
of the most protectionist trade regimes in 
the world,” Deputy U.S. Trade Represen- 
tative Charlene Barshefsky told a con- 
gressional committee on July 28. She and 
her colleagues are negotiating with the Chi- 
nese to open their market in a number of 
areas. 

In mid-August, U.S. trade officials were 
in Beijing to discuss intellectual-property 
rights and market access. On August 22, a 
Chinese team is arriving in Washington to 
discuss Beijing’s use of sanitary standards 
as a barrier to agricultural imports. And at 
the end of the month, U.S. officials are 
heading east to discuss the access to Chi- 
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na's burgeoning market for services, such 
as insurance and advertising. 

One reason for the heightened activity 
is China's desire to be a founding member 
of the World Trade Organisation by the 
time it is due to start work on January 1, 
1995. The U.S. is leading the negotiations 
with China on the matter and is applving 
the maximum leverage possible to bring 
Beijing into conformity with Gatt princi- 
ples. In testimony to Congress, Barshefsky 
appeared conciliatory on the question of 
entry to the trade group: "As is the case 
with other countries, we are prepared to 
demonstrate the appropriate flexibility." 

Indeed, a U.S. trade official says China 
has made "much progress" in many areas 
needed for joining the trade organisation. 
"| think everybody is pleased," she says, 
but adds: “If things go badly and China 
does not honour its [trade] agreements, 
then this raises the question of whether it 
can enforce its obligations" to the global 
trade body. 

Given that China needs U.S. backing to 
rejoin Gatt, Brown's trip may be well-timed 
to produce results. But the deficit with 
China is likely to be here to stay — at least 
as long as China keeps making sneakers 
and sweaters more cheaply than any of its 
competitors. LJ 
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Lai Low 


Giordano founder ponders his options 





By Mark Clifford in Hong Kong and 





Lincoln Kaye in Beijing 
he sign in front of Giordano’s new 
i outlet on Beijing's fashionable 
Wangfujing Street announces the 
shop is “temporarily closed for internal 
adjustments.” Light shines from under a 
half-shut steel grill. A knock brings a terse 
response: the grating rolls down the last 
few inches, closing like a clam shell. No- 
body answers the phone. 

Though quiet now, the Beijing store 
racked up sales of Rmb 2 million 
(US$230,000) during the month or so it was 
open. On the afternoon of August 8, how- 
ever, business came to an abrupt halt when 
Chinese officials cut off the electricity. 
Licensing problems, they told the stunned 
staff. 

“Yes, we had a licensing problem,” says 
Jimmy Lai, the outspoken founder of the 
popular, Hong Kong-based clothing chain, 
and, until August 10, its chairman. But the 
real problem, it seems, was Lai himself. As 
publisher of Hong Kong's feisty, mass- 
circulation weekly Next Magazine, Lai has 
long needled the Chinese authorities. How- 
ever, it was his crude denunciation of 
Premier Li Peng in a Next editorial that 
company officials say prompted closure of 
the Beijing store. (Lai's commentary called 
Li a "turtle's egg" — an extremely offen- 
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Lai: Licensing problem? 





sive Chinese idiom, roughly equivalent to 
"bastard" — with "zero IQ.") 

By the end of the week, Lai had resign- 
ed as Giordano's chairman and renounced 
voting rights for his controlling 36% stake 
in the company, saying he did not want 
his plain talk to jeopardise Giordano’s 
China operations, which are crucial to the 
company's growth. "I'm putting the entire 
company at risk" by speaking out, he said 
the day after his resignation. 

The incident raised troubling questions 
about Hong Kong's independence in the 
run-up to 1997, when the colony reverts to 
Chinese rule. Hong Kong legislator and 
prominent democrat Martin Lee charge 
that Beijing's shuttering of the store exacer- 
bates doubt about Beijing's commitment to 
the notion of "one country, two systems," 
which is supposed to guarantee the city's 
continued freedom after 1997. 

Beijing, says Lee, “is trying to kill two 
birds with one stone: to shut Mr. Lai up 
while simultaneously warning other pub- 
lishers and businessmen that it can and will 
sabotage the business stability of those who 
are critical of Chinese leaders or policy." 

Lai, although surprised and sobered by 
the Chinese reaction, refuses to see in it a 
signal to the business community at large. 
“Who would they send a signal to?" he 
asks. "There's nobody crazy like me." 

The self-described "rubbermouth" 
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Beijing store: 


vows not to temper his criticism of China’s 
Communist Party. “I’m sorry for what hap- 
pened, but I have no remorse,” he says. 
"Even if I wanted to change I couldn't." 

Indeed, Lai says he would consider sell- 
ing his shares if political pressure contin- 
ues. “If it came to the stage where selling 
my stock was the only solution [to Gio- 
rdano's problems in China], I really would 
have to seriously consider it,” he says. 

Still, Lai says, that possibility is remote. 
"| don't feel like selling. I don't need the 
money. If you're the one who started it, 
who designed the first garments, you don't 
feel like selling." 

But Lai may find he has little choice. 
Hong Kong authorities rejected an initial 
plan to hand over his voting rights to three 
directors, saying that would trigger a gen- 
eral offer, as required of anyone buying 
35% or more. If he can't find a solution that 
satisfies Hong Kong authorities and Chi- 
nese party officials, Lai would sell a con- 
trolling interest to a third party. Indeed, 
Lai says, a major international retailing 
chain offered in July to buy his entire stake 
at a substantial premium to its current 


price. Lai declined. 

i cosmetic, meant to mollify Beijing. Lai 
has had little to do with Giordano's ac- 

tual operations in recent years, leaving that 

to Chief-Executive Officer Peter Lau. Lai 

has busied himself with other activities, 

primarily Next. 

For Giordano shareholders, however, 
there is a lot at stake in China. Lai has just 
sold the company part of his personal in- 
terest in Tiger Enterprises, Giordano's 
China arm. With the addition of Lai's 


n the end, all these changes are largely 


напач 


"internal adjustments." 
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shares, Giordano now owns 51% of Tiger, 
up from 20% previously. The China opera- 
tions posted a modest profit in the first six 
months. Lai says Tiger projects after-tax 
earnings of HK$20 million (US$2.6 million) 
for the full year. 

Other retailers would dearly like to 
capitalise on Giordano’s troubles, and 
some may be doing so already. Within 
blocks of the closed Giordano store, such 
labels as Benetton, Texwood and Jeans 
West have opened their own boutiques. 
Stefanel, a few doors down on Wangfujing, 
is running a sale, offering up to 30% dis- 
counts “to pull in new customers,” a floor 
manager reports. Giordano’s misfortunes 
“certainly don’t hurt our business,” she 
says. 

As for Lai's criticism of Li, many are 
simply baffled. "I don't know about tur- 
tle's eggs, but the zero IQ' in this story 
may belong to Jimmy Lai himself,” says 
Taiwanese-American computer magnate 
Alex Cheng, whose MicroStar Electronics 
pins high hopes on the China market. 
"How can you expect to do business here 
when you go around insulting the head 
honchos? 

“Unless he's onto something that the 
rest of us don't know," Cheng adds after a 
moment's reflection. "Maybe he thinks he 
can score points with one bigshot by slam- 
ming another. These Hong Kong guys nor- 
mally don't shoot from the hip. They know 
their China and plan their game several 
moves ahead. They're stuck in here for the 
long haul." 

If Lai is as crazy as he claims to be, it's 
the craziness of a fox. In the week follow- 
ing the announcement that he was step- 
ping down as Giordano's chairman, the 
company's shares rose more than 10%, 
boosting the value of Lai's holdings by 
nearly HK$62 million. 

And whatever impact Lai's outburst 
might have on the clothing chain, it will 
probably be good news for his news- 
weekly. "It's good business for Next," he 
says, adding that he still hopes to take the 
magazine public in the first half of next 
year. 

So was the Next column calculated to 
provoke a reaction? “No, that would be too 
clever,” he says: Chinese authorities are too 
unpredictable to be able to count on a reac- 
tion. 

A Beijing-based reporter fears, though, 
that Lai’s antics may have hurt the news 
business, especially in Hong Kong. “Now 
anybody with commercial ambitions in 
China is going to think twice before get- 
ting involved in publishing. Either they'll 
toe the Beijing line or else they'll stay out 
of the field altogether. 

"Journalists lose either way. When you 
consider the nonsense he wrote, it hardly 
seems worth it. If you're going to ‘publish 
and be damned,’ at least let it be for infor- 
mation rather than just name-calling.” Шш 


AUGUST 25, 1994 


BANKING 


Steady Eddy 


Key figure in Bapindo case draws 17-year sentence 


By John McBeth in Jakarta 


hen Eddy Tansil's wife, Idriana, 
W gave evidence at his trial wearing 

a blood-red dress with a gold dol- 
lar motif, Jakarta's cocktail set were agog. 
Such a brazen display, they speculated, 
might earn Tansil an even heavier prison 
term than he otherwise could expect. 

But when judgment day came on Au- 
gust 15, the Jakarta Central District Court 
sprang a surprise. Instead of life imprison- 
ment, as demanded by state prosecutors, 
the three judges handed Tansil a relatively 
light 17-year sentence for criminal corrup- 
tion causing losses of US$448.8 million to 
the state-owned Indone- 
sian Development Bank 
(Bapindo). 

The court ordered the 
40-year-old owner of the 
Golden Key group to pay 
restitution to the state of 
Rps 500 billion (US$238 
million) and fined him 
Rps 30 million. It also 
directed the confiscation 
of Tansil's assets. 

Spectators applauded 
when the verdict was an- 
nounced. But there was 
surprise at the modest 
penalty in a high-profile 

case that highlighted po- 

litical interference in 
state-bank lending procedures. Prosecutors 
immediately said they would appeal to a 
higher court. They wanted Tansil convicted 
on the more serious allegation that his 
"economic crime" had caused national in- 
stability — a crime that carries a manda- 
tory life sentence. 

In ignoring that demand, the judges in- 
dicated in their judgment that the burden 
of guilt also rested with "other parties" in- 
volved in the scandal who had not been 
investigated. They said the case had cast 
not only Bapindo but also the entire state 
banking system in a bad light. Put more 
bluntly, they implied that Tansil and com- 
pany shouldn't take the fall for a financial 

system riddled with corruption. 

Evidence during the three-month trial 
showed that former security and political 
affairs minister Sudomo, the current chair- 
man of President Suharto's Supreme Advi- 
sory Council, wrote letters to Bapindo re- 
commending Tansil for a US$420 million 
letter of credit, ostensibly to finance a 
Serang, West Java, petrochemical complex. 

One of Tansil's partners at the time was 
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the president's youngest son, Hutomo 
Mandala Putra, known as Tommy Suharto. 
However, his name never surfaced during 
the trial, and he told journalists earlier this 
year that he backed out of the venture in 
mid-1993. 

The court found that instead of using 
the money for the project, Tansil diverted 
it into personal bank accounts, both in In- 
donesia and overseas, and into undisclosed 
property investments. It has never been 
made clear how much the government ex- 
pects to retrieve. 

The judges found Tansil misused Su- 
domo's letter of recommendation in an en- 
vironment where they said government 
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Idriana, Eddy Tansil: surprises. 


officials were "trapped in a culture of 
deference." Maman Suparman, the former 
deputy manager of Bapindo's Jakarta 
branch, who personally handled Tansil's 
loan disbursements, was sentenced re- 
cently to nine years' imprisonment. Two 
former bank presidents and two directors 
are also being prosecuted. 

In his 364-page closing argument on 
August 1, defence lawyer Gani Djemat 
asked why the blame should rest squarely 
on Tansil's shoulders when Bapindo's 
directors had approved the loan. He told 
the court he found it difficult to believe 
that the directors were all naive people 
who could be manipulated by the de- 
fendant. 

“It is regrettable that the government 
did not take steps earlier to improve the 
state banking system," Djemat said, refer- 
ring to subsequent Finance Ministry efforts 
to clean up lending practices. “It is also 
unfair that Eddy Tansil should bear all of 
the suffering while other creditors enjoy 
the facility of having their bad debts re- 
scheduled." a 
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Just a Scratch 


Deregulation isn’t rattling Taiwan’s insurance oligopoly 


By Shu-Ching Jean Chen in Taipei - 


ay this for over-regulation: it can 
S make some people very rich. Take 
Tsai Wan-lin, whom Forbes maga- 
zine ranks as the wealthiest man in Taiwan 
and one of the dozen richest in the world. 

Tsai owes much of his US$7.5 billion 
fortune to Cathay Life Insurance, Taiwan's 
largest insurer. Taiwan’s life-insurance in- 
dustry has thrived for years as an oligopoly 
protected from both foreign and domestic 
competition. Even today, the market is 
dominated by only three companies, of 
which Cathay is the largest. 

Not surprisingly, foreigners have been 
pushing to get a piece of this lucrative mar- 
ket, and Taiwan's government has been 
forced to give at least the appearance 
of allowing more competition. It 
opened the doors to American insur- 
ers in 1987, and last year started al- 
lowing new Taiwanese companies 
into the market. 

Last year, it allowed new local 








{ ыл Ў : 800 
firms for the first time since the in- 

dustry was established in 1962. In 700 
June, it lifted a 49% cap on foreign 600 
ownership of local insurers, allow- 500 


ing foreign investors to own them 
outright. Beginning in August, for- 
eigners other than those from the 
United States may join the fray, the 
result of Gatt liberalisations. 

Should locals like Tsai be wor- 
ried? Probably not. For one thing, 
despite liberalisation, it'll take new- 
comers years to overcome unofficial 
barriers built up during decades of 
protection. For another, fewer for- 
eign insurers are proving keen on the mar- 
ket, mostly for reasons that have little to 
do with Taiwan's attractiveness. Tsai and 
other insurers, with their well-established 
connections and huge assets, will probably 
be on top of the heap for a long time to 
come. 

To be sure, that market is a potentially 
lucrative one, if only because, by Western 
standards, it is so undeveloped. Until the 
late 1980s, for instance, Taiwan's Confu- 
cian culture largely shunned the very idea 
of life insurance, sométhing half the popu- 
lation remains without. 

But the industry is growing quickly as 
the economy develops (per-capita income 
is projected to reach US$11,236 by year's 
end) and life insurers pitch their products 
as a savings tool rather than simply as a 
death benefit. The number of life policies 
per 1,000 people has surged in the past five 
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What, Us Worry? 


Taiwan’s insurance industry 
(end of calendar year; NT$ billion) 


39 90 91 


years to 475 from 272. Industry revenue 
jumped 58% in 1993. 

Last year, the government finally began 
to enforce licensing of sales representatives, 
a move that boosters hope will encourage 
greater professionalism among a sales force 
long plagued by rapid turnover. In July, 
the legislature voted to establish a national 
health-insurance programme, which 
should eventually prove a boon to the in- 
dustry, particularly to experienced, inter- 
national companies. 

Some are already there. Since last year, 
seven new life insurers have opened, bring- 
ing the total to 28, half from the U.S. There 
are also 23 property insurers, one third 
from the U.S., though that market remains 
relatively small. 


20 
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Source: Taipei Life Insurance Association; Insurance Institute, Taiwan 


Challengers face a formidable climb. For 
starters, they must take on the three giants 
— Cathay, Shin Kong and Nan Shan — 
which together control about 80% of the 
life-insurance market. 

"They have good connections with the 
business sector and with the bureaucracy,” 
says Patrick S. C. Poon, executive director 
of Aetna Life Insurance's Taiwan branch. 
"They also have huge assets to back them 
up. I don't think anyone could challenge 
them now." 

There are other barriers. Foreign branch 
offices, for instance, are prohibited from 
buying real estate (except for their own of- 
fice space). That makes it hard to invest 
premium income profitably. Not only did 
the restriction shut U.S. insurers out of the 
booming property market during the late 
1980s. It has forced them to concentrate 
their investments in bonds and bank de- 
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posits rather than in the sort of pruden 
diversification they would prefer. 

Moreover, foreigners wanting to buy al 
of a local insurer must be capitalised a 
NT$200 million (US$7.5 million), four time: 
that required for a branch. Only one firm 
U.S.-based Aetna, meets the capitalisatior 
requirement for a subsidiary. (It is ponder- 
ing setting up operations.) On top of all 
that, most foreign insurers are restrained 
by the small scale of their operations. 

These restrictions show up in the league 
rankings. In the seven years since they 
were allowed into the market, American 
companies have grabbed a mere 4% of the 
life-insurance market and 1% of property 
insurance. 

Still, American industry executives are 
optimistic about the long term. They gen- 
erally have more experience, and can offer 
an array of services that most local com- 
panies cannot. 

"American companies have built a bet- 
ter professional image here" than local 
firms, says Dan Ting, general manager of 
the Life Insurance Co. of Georgia's Taiwan 
branch. "The public is coming to 
accept American services." 

Aetna's Poon says deregulation 
will entail a shake-out that leaves 
only a few large insurers plus a 
handful serving niche markets. That 
may be one reason why even a lib- 
eralised market is not drawing the 
foreign interest it might once have. 
There are other reasons. Many for- 
eigners are more interested in the 
re-insurance business than in com- 
peting directly with the local heavy- 
weights. And European companies 
are focusing on the newly unified 
market there. 

"Four years ago, [Taiwan] 
would have been flooded with Eu- 
ropean applications," says Olivier- 
Charles Moore, group representa- 
tive for Union des Assurances de 
Paris, which has a representative 
office in Taiwan and is applying for a busi- 
ness licence. "A lot of European countries 
tended to forget Taiwan during the last 
two years." 

To Japanese players, the issue is com- 
plicated by political concerns. Taiwan re- 
quires foreign applicants to provide a cer- 
tificate of reciprocal treatment from their 
home country. But Japan's government is 
reluctant to issue these for fear of offend- 
ing Beijing. 

Other foreign companies are more in- 
terested in China than in Taiwan, which 
many see primarily as a conduit to the 
mainland. Better to start with a clean slate 
on the mainland than fight an oligopoly in 
Taiwan, some insurers figure. 

That sort of attitude would doubtless 
suit Cathay's Tsai. But for the handful of 
insurers that stick with it, Taiwan may yet 
prove a gold mine. Li 
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TAIWAN 
Fuh-Hwa Wins Approval 


The Securities and Exchange 
Commission approved the 
public listing of Fuh-Hwa 
Securities Finance Corp. The 
move was delayed for more 
than eight months after 
opposition lawmakers 
protested that the company, 
controlled by the ruling 
Kuomintang, had benefitted 
from a monopoly position in 
the margin-lending business. 


Bank Chief Sentenced 


A Taipei district court 
sentenced Pu Cheng-ming, 
former president of the state- 
run Bank of Taiwan, to 12 
years in jail for corruption. The 
court convicted Pu of 
colluding to ramp the price of 
land the bank purchased in 
1992. The NT$440 million 
(US$17 million) purchase price 
was nearly NT$100 million 
above market rates. 


Space Race Joined 

A telecommunications official 
said Taipei will enter a US$215 
million joint venture with 
Singapore to manufacture and 


New satellite plan. 


launch a commercial satellite 
within three to four years. 


UNITED STATES 
Skirts Recalled 

The U.S. Consumer Product 
Safety Commission asked for 
the recall of more than 250,000 
Indian-made rayon and 
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Indian power: new plant expected. 


rayon/cotton skirts. The skirts 
were found to be 
“dangerously flammable” and 
would burn faster than a 
newspaper when ignited. It is 
the largest recall in the 
commission’s history. 


CAMBODIA 
Aid Granted 


The IMF has given Cambodia a 
US$120 million loan for 
economic development. The 
amount will be disbursed in 
US$20 million instalments 
every six months over three 
years. 





PHILIPPINES 

Gas Price Cut 

The Energy Regulatory Board 
ordered a 10% cut in gasoline 


prices to reflect the recent 
decline in crude-oil prices. 





CHINA 
Cathay Contract 


Hong-Kong based Cathay 
Pacific Airways said it will 
spend HK$367 million (US$48 
million) in a HK$1.1 billion 
joint-venture project to 
upgrade infrastructure and 
ground-services equipment at 
Xiamen International Airport. 
Xiamen is China's fourth- 





largest airport and located on 
the Taiwan Strait. 


Investment Inflated 


Overvalued assets and 
outdated equipment have 
inflated the amount of 
investment in the country by 
foreign joint ventures, a top 
import-export inspector told 
the official China Daily. The 
US$1.3 billion stated value of 
the equipment brought in by 
4,000 joint ventures since 1991 
was overstated by about 44%, 
the official estimates. 


THAILAND 
Shinawatra Sale 


Telecoms firm Shinawatra 
Computer & Communications 
sold 20% of its shares in 
Shinawatra International, 
previously a wholly owned 
subsidiary. Buyers paid Baht 
40 (US$1.60) per share for the 
40 million shares. Shinawatra 
International, which has stakes 
in telecoms projects 
throughout Asia, plans to list 
on the Stock Exchange of 
Thailand early next year. 


BURMA 


Banks Licensed 


Malayan Banking (Maybank) 
and the Public Bank of 
Malaysia obtained licences 
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2 from the central bank to open 


representative offices in 
Rangoon. Eleven other foreign 
banks — six from Singapore, 
four from Thailand and one 
from Indonesia — already 
have similar licences. 


INDIA 


Energy Guarantee 


New Delhi said it would 
guarantee payments to U.S. 
power company Enron, which 
plans to build a US$3 billion 
power plant in western 
Maharashtra state. The 
insurance is expected to 
bolster the confidence of 
foreign investors in 
infrastructure projects. 


MALAYSIA 
Currency Rules Eased 


Bank Negara removed all 
restrictions on foreigners 
holding short-term money 
instruments denominated in 
ringgit. The central bank had 
clamped restrictions on 
foreign holdings early this 
year after its own dumping of 
ringgit on the market 
weakened the exchange rate 
and invited a flood of 


speculators. 


Asia’s environmental 
investment needs by 2000 


US$ billion per year 
8 


| 
$ 1 Li 


East Asia South Asia 
Wi Water supply & sanitation 
E Soil conservation & tree planting 
W Reducing industrial pollution 
W Controlling vehicle pollution 


Source: World Bank 
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Commodities 


BUSTNESS 


PRICES & TRENDS 


Currencies US$1 worth: 





Latest sale to Aug. 15 


Gold 


Copper _ 
Current delivery (Sept) 
Dec. delivery 


Aluminium - 
Current delivery (Ано) 
Tin 

~ Cotton : 
Current delivery {ОС 
Dec. delivery 


Rubber 
Current delivery (Sept.) 
Oct. delivery 


Jute 

Paim Oil 

Current delivery (Aug.) 
Oct. deney 


(c Sogar 
-Current delivery (Oct). 
с Маг delivery — 


Pepper 
Sarawak Asta bik 100% 





Wheat 
Current dehver (бер) 
“Dec. delivery 
Maize 
Current delivery (Sept.) 
Dec. Semey 





: Ee 


Soyabeans 
Current delivery (Анд. 
Sept. delivery 


Colfee 
Current delivery (Sept.) 
Dec. delivery 

o Sumatran light 





London (2) 
New York (3; 


London (7 - 


Kuala Lumpur (1) 


New York (3j : 


Latest 


37625 . 


108.45 
108.75 


1,462.50 


1322 


6927 


8855 . 


Kuala Lumpur (8j 


Dhaka ft 4) 


Kuala Lumpur (4) 


New Yo 


Singapore {9} 


‘Chicago 


Chicago (6) 


c Bangkok i) 


Chicago (5) 


New York (3j 


: “Tokyo (i0j 


London (10) 


Cocoa © New You) 
- Curent delivery (Sept) ° 


323.50 
323.50 


338.00 


1,313.50 
1,238.50 


1190 
11.87 


295.00 


341.60 
2956.40 


217.40 
220.60 


315.00 


585.60 
570.60 


142240 


147200 


181.10 
184.85 


20:10 


1695 - 





Previous 3 months Year 


week 


377.60 


106.85 


1421.50 
13.00 


7187 


320.50 
338.00 


1.426.00 
11.88 


295 00 


334.40 
21720 


315.00 


57640 
1387.00 
202.75 


20.15 
17:90: 


ago 
380.85 


102.75 


1,325.50 
1421 


8037. - 


237.50 


315.00 
260.20 


390.00 


669.40 
1,274.00 
115.50 


15.55 
16.27 


{i} MS akg (2) US$ an oz gj USe a lb (4) M$ a tonno (5) USe a 60 tb bushel 
{Б} USe a 56 Ib bushel {7} US$ a tonne (8) int 1855 Mc a kg (S) S$ a 100 kg (10) US$ a barrel 


(11) ВМО, Chittagong/Mongla, US$ a tonne 





ago 
374.00 


83.85 


1.18450 


12.16 


54.84 


69.10 


1745 
17.04 


Source: Telerate, International Jute Organisation 








Spot Previous 3 months Year 
Aug. 15 ratef week] agot agot 
Australia dollar 1354 13512 1.3749 1.4719 
Bangladesh* taka 40.30 40.30 40.15 39.75 
Britain pound 0:6487 0.6488 0.665 06715 
Brunei dollar 1.5062 1.507 1,5508 1.6075 
Burma kyat 5.845 5.9063 6.088 6.265 
Canada dollar 1.3805 13772 1.3755 1313 
France fane $3275 54195 5.7405 5.975 
Germany mark 1.5532 1.5828 1.6737 1.6863 
“Hong Kong dolar- 7328 7.726 7.7265 7.7535 
India* rupee 34.3734 31.3725 31.3713 31.5594 
indonesia рап — 247100 2471.00 215200 ^ 209600 
Japan yen 100.18 101.42 104.68 101.45 
Macau* pataca 7810 810 8.10 810 
Malaysia dollar 2.5628 2.583 2.612 25518 
Нера Tüpee 4925. 49.26 49.24 45.8851 
New Zealand dollar 1.6664 1.6619 1.7044 1.8025 
Pakistan грев 30.5594 30:5594 30.5195 29.8201 
Papua N.G. kina 0941 0.9433 0.9557 0.9738 
Philippines. peso 26.211 2617 27081 27.892 
Singapore dollar 1.5062 1.507 1.5508 1.6075 
South Korea won 805.80 803,70 806.30 808.20 
Sri Lanka rupee 47.945 47.994 47.848 47482 
"Switzerland franc t303 1.3354 14265 1.4935 
Taiwan NT dollar 26.482 26.4805 26.8025 26.959 
Thailand baht 28.02 25.08 25.23 25.13 
Communist China US$-Rmb 8.5038 HK$-Rmb 1.1122 Laos US$=Kip 720 
countries: — Vietnam US$=Dong 10,988 
Other: Commonwealth of Independent States US$=Rouble 2.108 


SDR1-US$1.45614 ECU1-US$1.2236 S$1-M$1.6976 Cambodia USS-Riel 3,500 
“Official rate tMiddie rate Source: Telerate for spot rates, Dao Heng Bank Ltd. for official rates 


Currency Deposit and Bond Yields 


Eurocurrency and paan currency unit eposit rates (%)}t 
3 12 


Aug. 15 inii months еі months 
uss 4625 ABS 5.25 575 
Sterling 5.00 5.50 5.9375 6.8875 
Yen 2.0625 24875 2.25 2.5825 
Swiss Fr. 4.125 43125 450 4.625 
bm 4.875 4.875 4.9375 5.25 
AS 5.00 5375 6.0625 6.6875 
© 4.94 544 6.06 700 
ECU 5.875 5.9375 6.1875 6.6875 


tOffered rate Source: Telerate, Salomon Brothers 








Australia China Hong Kong india indonesia Japan 
4 134 56 4d 67 003. 
: : ; 45 9 4 54 7 226 
Intemational | Receives {5 
Latest US$11.99b (Jun} US$31.37b (Арг) US$28.9b (Dec 91) US$16.73b (Jun) US$11.37b (Jan) US$114.56b (dunt 
Year earlier 0881 101b US$20.82b na. US$7.04b US$10.88b US$89 425 
_ Me Balance (Ол тена: p IO уу m : He 
Latest 3 months 7 3U8$0.25b. (Dec. Feb) 70550.73 (Маг:Мау) -USg409b(Aprdun) — -US$0.02b (Feb-Ap) +US$1.93b8) (Feb-Aprj.- -«U5$30.18b (May. dul) 
c Previous 3 months 44850.03b -US$579b .— : 40581.78 +U8$0.02b +US$2.05b xuS$3599b |. 
- Year earlier HUSO :US$2.56b - -US$2.26b 10880, 336: +0582 406 ::08$2948b - 
Exports (5! 
Latest 3 months US$10.50b US$26.88b US$36.54b US$6.25b 0598 9208} 05596.18 
9% change previous 3 months -10.1 +12,3 +178 43 44 28 
| % change year earlier H0 +279 +113 +13.2 +10 «73 
“Latest. months — 05910. 25b DM 816 US$40.64b US$6.26b е 9918) 05866.00 
: Sa change previous 3 months 27124 +238 AA +48 
% change year earlier: +86. Vi 1 +158 +200 К ; +97 
Consumer Prices 
Base Jul 89-Jun 90-100 May 1993-100 Oct89-Sept90-100/2i 1982-100 Apr 88-Mar 89-100 1990-100 
Latest 3 months index average 1112 {Apr-Jun} 1213/11) (May) 145.0 (Apr-Jun) 264.5 (Feb-Apr) 156.4 (May-Jul) 107.3 (Арг-Јип) 
% change previous 3 months +04 na. +23 +2 +15 +07 
% change year earlier +17 4213 +77 +6.1 +79 H4 
е Money "Supply (3) ; Ed : 
3 A$246.3bj8) (Jun) Rmb 3,007. 59b {Oct-Dec} на 1011.580 Jun) Rs 4.4789; {Ap Fos 152811 (un) : ¥517.79t (May) 
% К previous month = 06 +9110, +08 +13 +01 
% change year earlier aL +238 a: 3 +41 uo. à +17 





10 year govt 
bonds yield 


735 
8.78 
470 


7.23 
947 
9.05 
8.07 


Economic Indicators, Selected Asian Countries ———— ——— — —— 


Malaysia 


85 
84 


US$34.24b (Feb) 
050168 


чо (Dace) 
USO 
060616 


US$11.92b 
41 
+158 


1990-100 

117.0 (Mar-May! 
+0.6 

+40 


M$147.96b (May) 
25 
+221 


{f} Official and other estimates of GDP (GNP in China & Japan for fiscal year) {2} Consumer Price Index А (33 M2 or currency plus bank deposits {4 To March (5: IMF definition of reserves minus gold except for Singapore 
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Stockmarkets 





= = a Taipei loses 5% after five months of steady gains а а a Hong Kong drops в = = 
Manila approaches year high = а т Tokyo climbs = = = Seoul recovers lost ground = = = 
Kuala Lumpur shows renewed strength in week ended on August 16 = = = 






































































































































































Seoul er 
| 4,000 _ ткы 24,000 1,000 Composite Index 8,000 13,500 ми 1,000 1,500 — Straits Times 2,500 
Average Index 
22,000 900 7,000 | | 12.000 850 | | 1,350 2,350 
20,000 800 6,000 | | 10,500 700 | | 1,200 2,200 
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KUALA LUMPUR 
Up for Grabs 
tate-owned Bank Bumiputra Malaysia 


S is expected to post sterling results for 
the year ended March 31, 1994. Shroff 
understands that the accounts, cleared by 
Malaysia's central bank and set for release 
probably in late August, could show group 
pre-tax profit of close to M$400 million 
(US$154 million), almost five times the 
year-earlier figure. 

Bank Bumi, rescued twice by the gov- 
ernment in the 1980s, is showing robust 
health. Some of its profits no doubt derive 
from writebacks and recoveries of the bad 
and doubtful loans that have long plagued 
the institution; much of it also from last 
year's equities bull run. (Bank Bumi has a 
stockbrokerage arm and a merchant bank, 
and analysts say both profited hand- 
somely.) 

Whatever the reason, the rebound is 
good news for the government, which is 
eager to privatise Bank Bumi. The govern- 
ment fears that lower- and mid-level 
ethnic-Malay businessmen, for whom the 
bank was set up, will oppose its sale. That 
will probably delay privatisation until after 
the next general election, which must be 
held by December 1995 but which will 
probably come this year. In May, Finance 
Minister Datuk Seri Anwar Ibrahim told 
Parliament that the government was “con- 
sidering” proposals to privatise Bank 
Bumi, but that “no firm decision has been 
made.” 

Whenever it comes, bidders are already 
circling. Earlier this year, tycoon Datuk 
Samsudin Abu Hassan, executive vice- 
chairman of listed timber company Aokam 
Perdana, made a M$1 7 billion bid for Bank 
Bumi. Finance Minister Anwar axed the 
offer because Samsudin made it without 
prior government approval, a violation of 
Malaysian banking law. 

Shroff understands that at least four 
parties are now eyeing the bank, their bids 
ranging from M$1 7 billion to slightly over 
M$2 billion. Among the bidders: Sam- 
sudin, this time with Bank Bumi's top man- 
agement in tow; listed Malaysian Re- 
sources; Ayer Molek, a former rubber com- 
pany listed in Kuala Lumpur (it's unclear 
what it does now); and Kompleks Kewan- 
gan, a medium-sized finance company 
owned by state-controlled investment com- 
pany Permodalan Nasional. 

Bankers and analysts familiar with Bank 
Bumi say Samsudin and Malaysian Re- 
sources are the front-runners. They say 
authorities are likely to approve of Samsu- 
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& Bank Bumi’s performance 
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Note: Year to March 31, 1993; M$ million; 
rankings among top 15 Malaysian banks 


Source: Arab-Malaysian Merchant Bank 


















din's teaming up with the bank's manage- 
ment, especially its chief executive, Datuk 
Abdul Aziz Othman, who is widely cred- 
ited with turning the bank around. For its 
part, Malaysian Resources (a property con- 
cern recently turned media and telecoms 
company) is said to be close to Anwar. 

Kompleks Kewangan is said to be bid- 
ding because it lacks a commercial bank. It 
has well-nigh everything else, including 
insurance, leasing and finance-company 
services. In addition, it has a new chief 
executive in the form of Azlan Hashim, a 
former merchant banker said to be very 
aggressive. Analysts say the Bank Bumi bid 
is "pretty much Azlan's idea." 

Ayer Molek, however, is the odd one 
out. Its only connection with Bank Bumi is 
its new managing director, Datuk Hilmi 
Ismail, formerly general manager with the 
bank. Ayer Molek was taken over recently 
by unknown parties that Shroff under- 
stands are related to Tan Sri Lim Geok 
Chan, recently emerged as controlling 
shareholder of listed Khong Guan. 

Whoever gets it, a strong performance 
by Bank Bumi will almost certainly force 
the contenders to raise their bids. Says an 
executive familiar with bank Bumi: “M$2.5 
billion is a fair price.” = S. Jayasankaran 


BANGKOK 
Green Is Good 


hailand's economic boom has come 
with a high environmental price: fac- 
tories and vehicles have polluted air and 
water and voracious industry has gobbled 
up natural resources. Now, there is a move 
afoot to turn to the same capital markets 
that have financed rapid economic growth 
to help clean up the mess. 
The Bangkok office of the U.S.-based 
Asia Foundation, the Securities Analysts 
Association (SAA) and the Association of 
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Investment Management Companies have 
been looking at the establishment of greer 
funds. These unit trusts use environmenta 
criteria as an investment screen or, alterna: 
tively, donate a portion of their profits tc 
organisations working to protect or restore 
the environment. 

Green funds have long been in opera- 
tion in the United States and Britain. But 
getting one off the ground in Thailand — 
where the idea of environmentally respon- 
sible investment is new — could be tough. 
Says Alex Sanford, managing director of 
Freshfields, a law firm hired by the Asia 
Foundation to conduct a feasibility study: 
"There has to be an awakening of public 
consciousness — What is it? Is it good? Can 
it make money?" 

The track record of green funds in the 
West shows they can offer returns com- 
parable to those from unrestricted funds. 
And proponents say green funds have suc- 
ceeded in encouraging businesses to pro- 
tect the environment. Whether this per- 
formance can be replicated in Thailand in 
the near term is not clear. Money will 
doubtless be made. But the small size of 
early green funds and the great demand 
for Thai equities are likely to give environ- 
mentally aware investors little leverage to 
influence corporate behaviour. 

Fund managers are also wondering just 
how much interest there is among inves- 
tors. A survey conducted by Gallup (Thai- 
land) gives some grounds for optimism. Of 
100 individual and corporate investors 
queried, 82 said they would invest in a 
green fund. 

"| believe there will be some kind of 
green fund in the near future," says Burin 
Kantabutra, SAA president. "The mood is 
quite positive for it." 

Most green-fund managers in the West 
invest only in companies that can meet 
rigorous environmental standards. In this 
way, the funds become a force encourag- 
ing companies to improve their environ- 
mental performance. 

This would be difficult in Thailand. 
There is little expertise in this type of 
“green auditing.” And there are probably 
few companies that would pass the test 
anyway. One alternative is to use a less 
restrictive screening process that would 
rule out investments in companies that en- 
gage in activities especially harmful to the 
environment, such as strip mining. 

Another option is setting up a fund that 
donates part of its profits to conservation 
groups. This way, a fund can be green even 
if it cannot effectively screen the companies 
in which it invests. This is probably the 
type of green fund that Thailand will see 
first. W Gordon Fairclough 
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Ай of these securities having been sold, this announcement appears as a matter of record only: 


Italian-Thai Development 
Public Company Limited 


(incorporated in the Kingdom of Thailand as a public company with limited liability) 


25,000,000 Ordinary Shares 





international Coordinator 


Goldman Sachs (Asia) Limited 





international Offering 


7,500,000 Ordinary Shares 


Certain of these securities have been sold in the United States by certain of the undersigned or 
their agents in private offerings pursuant to Rule 144A under the Securities Act of 1933. 


Goldman Sachs International Jardine Fleming 
Baring Brothers & Co., Limited CS First Boston 
Indosuez Capital Worldsec Corporate Finance Limited 


Yamaichi International (Europe) Limited 





Domestic Offering 
17,500,000 Ordinary Shares 


Financial Advisor 


Finance One Public Company Limited 


Lead Managers 
Thana One Finance and Securities Asia Securities Trading 
Limited Public Company Limited 
Citicorp Finance & Securities (Thailand) Ekkapat Finance and Securities - 
Limited Company Limited 


July 1994 





CLASSIFIED ADVERTISEMENTS 


Business Opportunities 


YOUR NEXT OPPORTUNITIES FOR THE 
MOST PRESTIGIOUS EXHIBITIONS IN VIETNAM 


































VIETNAMERICA EXPO ‘94 
AN AMERICAN TRADE FAIR 
November 3-6, 1994 

Ho Chi Minh City 


THE INTERNATIONAL 
AGRICULTURAL EXPO ‘94 
December 17-20, 1994 

Can Tho City 























On November 3, 1994 Vietnamerica Expo ‘94 
will once again open the doors to U.S. Compa- 
nies to penetrate the market of 72 million vibrant 
consumers. 


Last year, the International Agricultural Expo in 
Can Tho had over 210 domestic and foreign 
exhibitors from France, Japan, Singapore, Tai- 
wan, Hong Kong, Thailand, Korea, Malaysia, 
and others. 

The government has emphasized agriculture as a 
critical part of economic and social development. 
Thus, Vietnam has become the third largest rice 
exporter in the world and emerged as one of the 
top three exporters for cashew nuts, coffee, and 
other export commodities, such as tea, rubbers, 
peanuts, etc. 

Located more than 100 km south of Ho Chi Minh 
City, Can Tho is the sixth largest city of Vietnam. 
A Venice-like network of 158 rivers and canals in 
Can Tho have long been used for transporting 
goods and people. As the capital of the Mekong 
River Delta, the government has designated Can 
Tho to be the center of an economic, commercial, 
technical and scientific zone. 








This Expo follows the successful Vietnamerica 
Expo ‘94in Hanoi, April 21-24, 1994, which has 
been highly praised by exhibitors and over 
100,000 visitors, and was described as the most 
widely press-coveredexhibition inthe trade show 
history. 









By participating in Vietnamerica Expo ‘94-Ho 
Chi Minh City, the industrial business center of 
Vietnam, U.S. Companies will achieve instant 
exposure and immediately gain access to this 
vital market. This Expo will provide excellent 
opportunities for U.S. Companies to test the 
market, secure sales contracts, and develop fu- 
ture relationship with key government officials, 
industrial authorities, agents, distributors, state 
and private companies, and prospective buyers. 














































Being a leading Vietnamese-American consulting firm in Vietnam, licensed by both US and VN govern- 
ments, Vietnam Investment Information & C onsulting (VIIC) took on the challenge and responsibility to 
organize the first historic U.S trade show in Vietnam. 










Organizer: 
VIETNAM INVESTMENT INFORMATION & CONSULTING 
HEAD OFFICE: 3709 Convoy St., Suite 206 
San Diego, CA. 92111, USA. 
Tel: (619) 277-5580 Fax: (619) 277-9411 


REPRESENTATIVE OFFICE: 115 Tran Hung Dao, Hanoi, Vietnam 
Tel: (844) 250-375 Fax: (844) 250-421 


Official Transportation Carrier: 
CFS WAREHOUSE & TRANSPORTATION LTD. 
(Subsidiary of SAGAWA EXPRESS GROUP) 


A limited number of corporate sponsorships are available. 
















CLASSIFIED ADVERTISEMENTS 


Investment Opportunities 


РРР 


OFFSHORE * 
COMPANIES 


Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available. 


BAHAMAS $500 


B. V. ISLANDS $500 
DELAWARE $295 
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SOUTH-WEST CHINA 
INTERNATIONAL INVESMART 


e. 
H 
€ HONGKONG $350 Үш P Ch 
Kunming, Yunnan Province, China 
$ MADEIRA, — $2250 15-17 November 1994 
€ PANAMA $900 DIRECT BUSINESS NEGOTIATIONS WITH LOCAL INVESTORS 
T X Ghee со The United Nations Industrial Development Organization (UNIDO) in cooperation with the South-west 
Other jurisdictions and offshore trusts available Investment Promotion Centre is organizing an international investment and business forum(referred to as 
^ "E. n. INVESMART) to promote investment opportunities in the provinces of Yunnan, Guizhou and Sichuan, the 
E ER autonomous region of Tibet and the municipalities of Chengdu and Chongqing. 
full colour brochure Contact The forum is supported by the United Nations Development Programme(UNDP) and the Ministry of Foreign 
MN Goon irae bens Trade and Economic Cooperation, especially the China International Centre for Economic and Technical 
* Companies [e Ramsey, Exchanges(CICETE). 
RON. si e ose. RARE For registration and information on projects, please contact: 


PETER SIDNEY Esq 
72 New Bond Street, London W1Y 900 
Tel: +44 71 355 1096 Fax: +44 71 495 3017 


Director, UNIDO Investment Services, 
attn. Asia-Pacific Region 
P.0.Box 300, A-1400 Vienna, Austria (Europe) 
tel. 43-1-21131. 4828/4905 
fax. 43-1-230.8260 
E-mail: E642653@ UNIDO1. BITNET 


If you have 


something to say 


DIANA BEAN 
24 Raffles Place, 26-04 Clifford Centre 


Singapore 0104 
Tel: +65 535 3382 Fax: +65 535 3991 
ANDERS WADMAN, Solicitor 
2402 Bank of America Tower, 

12 Harcourt Road, Central, Hong Kong, 
Tel: +852 5220172 Fax: +852 521 1190 
KEVIN MIRECKI Attorney at Law 
3501 Jamboree Road, Suite 2100, 
Newport Beach, CA 92660, U.S.A. 

Tel: +1 714 854 3344 Fax: «1714 854 6967 
SUZANNE GUJADHUR, Barrister 
Les Cascades Building, 5th Floor, 

Edith Cavell Street, Port Louis, Rep. of Mauritius 
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hen you need important informa- 
tion, you invariably want it fast and REVIEW-IN-EDUCATION Through investment 


EVE RYTHING #1 accurate. The Review Index enables PROGRAMME 8% Preferred Shares 


^ _ rapid access to the most respected Asia- AUD250,000 minimum 
CAN ON THAT Pacific information source: The Far Real Estate Development 


B АМК C OLLAPSE Eastern Economic Review. Everything The Far Eastern 












ке published during the preceding quar- : : for details 

ter, by country, subject and date is Economic Review Fax: 61-75-920238 

detailed in the Review Index. offers a special Ph: 61-75-920122 
Tuis essential research tool also includes a cumulative education programme for 
annual edition. End hours of needless searching. Subscribe educators and students. 
now and receive your Review Index four times per year, h 
including the cumulative annual at US$75 per year. А dv + E 

information, contact 
Fanny Fung at: DEGREE COURSES 





The Far Eastern Economic Review, G.P.O. Box 160, Hong Kong 
Fax: (852) 503-1549 Phone: (852) 508-4338 Telex: 66452 REVCD HX 


Я ves, I want to start receiving the Review Index. 
3 Quarterly Editions Plus the Cumulative Annual Edition for US$75, 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Master's and Doctorate programmes 


Review Publishing Co., Ltd., 
The Review-in-Education Programme, 











25/F Citicorp Centre, in Computer Science, Economics, Edu- 
HK$580, £50, A$105. 18 Whitfield Road, cation, Engineering, International Law, 
Hong К Languages, Sciences, etc. 
Name: Ong Song Knightsbridge University, Dept. 
Tel: 5084334 Fax: 5031549 FERS, Stefansgade 22, Copenhagen 
Telex: 66452 REVCD HX 2200, Denmark. fax: «45 31 81 58 14 
Tel: Fax: 
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By Rigoberto Tiglao 
T he Hobbit House could be the most 





surreal music lounge in Manila. Its 

moniker derives not only from the 
murals on its walls of hobbits Bilbo and 
Frodo, from J. R. R. Tolkien's Lord of the 
Rings. The book seems to come to life in 
the bar's staff: they are midgets, stand- 
ing three-and-a-half to four feet tall. 

The pint-sized doorman boldly toddles 
into the middle of the narrow street in 
Ermita district, stopping traffic to let pa- 
trons park. Tiny waiters and waitresses 
serve drinks. And, now and then, the pub 
hosts a competition for miniature would- 
be Elvises. | 

Explains the pub's American owner, 
Jim Turner: ^I read Tolkien, and invited 
these midgets to give the pub character." 
Since he opened the bar in 1974, the 
former Peace Corps officer has been re- 
cruiting the little people from Manila’s 
streets. Landing a regular job is tough for 
midgets, and many of them hang out 
downtown hoping for “dwarf” roles in 
local movies. Turner offers them work and 
housing. About 20 of them, most with 
families, now live in quarters behind the 
pub. Their house could as easily be sit- 
ting in Shire, the fictional hobbit home- 
land: stairs and doorways, even the fur- 
niture, are scaled down in size. 

The 55-year-old Turner has a penchant 
for nostalgia as well as whimsy. Next door 
to Hobbit House, he opened Remember 
When?, a bar that celebrates years gone 
by. A framed Los Angeles Times front page, 
dated July 14, 1960, greets visitors with 
the headline, "Kennedy Wins!,” reporting 
John F. Kennedy's nomination by the 
Democratic Party as its presidential can- 
didate. That yellowing newspaper sym- 
bolises a turning point in Turner's life. 

Remember when Kennedy dreamed of 
changing the world? Turner, who grew 
up in Cedar Rapids, Iowa, heeded Ken- 
nedy's join-the-Peace-Corps trumpet call 
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PROFILE 


Jim Turner 
The Philippines 





Short Staffed 





Former Peace Corps volunteer puts Manila's midgets to 
work in his pub, Hobbit House 


at age 21. "For us Irish-Americans, and 
Catholics, Kennedy was a saviour,” says 
Turner, who was volunteering at the Los 
Angeles Democratic convention the day 
Kennedy won. “I worked my butt off at 
the primaries in the:elections.” 

Turner joined the first group of Peace 
Corps volunteers to Asia. His post — a 
dirt-poor village in "sugarlandia," on 
Negros Island in the southern Philippines 
— was a stark contrast to Iowa's placid 
cornfields. In the 1960s and 1970s, Negros 
epitomized the worst of the feudal land- 
lord system. Children cut and hauled 
sugar cane; tenants were forced to send 
daughters to work as slaves in landlords' 
mansions as payment for their debts. Says 
Turner: "It was quite an experience." 

During his two-year stint, Turner grew 


É | read Tolkien, and 
invited these midgets 
to give the pub 
character 5 


to love the Philippines, despite its flaws. 
And he learned the local languages, Ma- 
nila’s Tagalog and Negros’ Ilonggo. When 
his volunteer term ended, he took a job 
as a political-science instructor at the Jes- 
uit-run Ateneo de Manila, the school-of- 
choice for the country's elite. 

At the Ateneo, Turner joined the Chris- 
tian-Democratic movement, seeing paral- 
lels between its ideology and Kennedy's. 
Its leader, Raul Manglapus (former for- 
eign-affairs secretary for former President 
Corazon Aquino), ran for the presidency 
in 1965 under the banner "Party for a Pro- 
gressive Philippines." He lost — to Ferdi- 
nand Marcos. 

Turner found the defeat sobering. He 
soon left teaching to work as a consultant 
in a nascent industry: television. One of 
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the Philippines' early media moguls, the 
Elizalde family, hired Turner for their 
Channel 11. But former strongman Mar- 
cos' martial law brought his media career 
to an abrupt halt: Marcos shut down all 
stations that weren't run by the govern- 


ment or by his associates. 
: Hobbit House to make a living. In 
the last two decades, it has also 
helped him make a lot of friends. In the 
years leading up to Marcos' 1986 defeat, 
the pub attracted a mixed crowd, from 
communist cadres to Corazon Aquino's 
followers and anti-dictator protest dem- 
onstrators. It was here that folk singer 
Freddie Aguilar was "discovered." Out 
of loyalty, he still plays here weekly. 

Parking spaces out front are hard to 
come by these days. Often, they're taken 
up by tour buses, disgorging Japanese and 
Taiwanese visitors anxious to have 
"hobbits" take their drink orders. Critics 
charge that employing midgets is taste- 
less. But Turner's staff defend him. "I've 
been here 14 years," says 37-year-old 
midget Terry Reyes, "and it's here that I 
met my husband and raised our three 
children. This is probably the only place 
in the world where we "little people' have 
a community." 

Hobbit House may have the higher 
profile, but you're more likely to find 
Turner nursing a beer at Remember 
When?'s bar. Said to have Manila's big- 
gest collection of 1950s and 1960s records, 
the pub has been a hang-out, off-and-on, 
for journalists, activists and politicians. 

At the bar, Turner has plenty of time 
to reflect on his Philippine past. Like so 
many former Peace Corps volunteers, he's 
now rooted to the place he was posted. 
"The big problem here is that there's al- 
ways been weak social cohesion," he says. 
“But I never think of going back to the 
States. This country's a place where you 
can have real friends." a 


hrown out of work, Turner opened 
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Kansai International Airport Opens on September 4th, 1994. 


JAL. The most convenient way 
to visit Japan. 


VU V 
A A 7 ams 


ANI 














SEOUL 


PUSAN GUAM 


SAIPAN 






SHANGHAI 








OSAKA AUCKLAND 















BANGKOK j ional Ai 
*2HONG KONG Af 71 TAIPEI Kansai International Airport 7 
x Q 
"KAOHSIUNG CHRISTCHURCH 
SINGAPORE SYDNEY 


CAIRNS 


© Includes joint transportation flights with Air France 


*' JAKARTA 








'DENPASAR 


ways flights. 
hts with Air New Zealand 
ents are required. 


Kansai International Airport, OSAKA, is JAL's second largest hub in Japan. 


Sakura Lounge Relaxing JAL airport lounges In-flight services make your trip more 

In addition to our Sakura Lounge for first class enjoyable. 
passengers and Executive Lounge for executive JAL heightens your pleasure with more options. 
class passengers, JAL will introduce a Family Traditional Japanese meals are now available, and 
Lounge at Kansai International Airport for every passenger receives a free refreshment kit or 
passengers flying home on our family original JAL ceramic spoons. 

4 service package. * Depending on route and class, these services may or may not 

Executive Lounge - be available. 








€ Please contact your nearest JAL 
J i office or travel agent for details. 


| Japan Airlines 


"I lost my wallet somewhere in London. 
Can I still charge my room so I don't have to 
share a park bench with the pigeons?" 


Diners Club | 
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Yes, Diners Club provides emergency charging privileges. So if your сага gets 
pickpocketed in Milan, or somehow lost between New Guinea and New Delhi, 
you can continue to charge your emergency needs until your new card arrives. 
And in most cases, we'll replace it in 24 hours. Diners Club says “yes” in more than 
175 countries around the world. So dont take chances. Take Diners Club. 


op 


DINERS CLUB: THE RIGHT ANSWER IN ANY LANGUAGE: 


